Norcen Energy Resources Limited is a major Canadian- 
owned natural resource enterprise with three business 
segments: oil and gas, propane marketing and min- 
eral resources. Through its core business, oil and gas, 
Norcen explores for, develops and produces hydro- 
carbons primarily in Canada, the United States and 
Australia, and owns and operates crude oil and natural 
gas pipeline transportation and distribution systems 

in Western Canada. At 1991 year-end, oil and gas 
exploratory interest were also held in eight other coun- 
tries. In propane marketing, its wholly-owned sub- 
sidiary Superior Propane Inc. distributes propane 
across Canada and in the U.S. midwest. In mineral. 
resources, Norcen’s principal assets are an 11 per cent 
equity interest in Iron Ore Company of Canada (“IOC”) 
and a royalty interest a iron ore sales by IOC from 
mineral leases in Labrador. 

At December 31, 1991, Norcen employed 3,272 
people, of which 2,319 were employed in the Propane 
Marketing Division. 

The Company’s shares trade on The Toronto Stock 
Exchange, The Montreal Exchange and the American 


Stock Exchange under the symbol NCN. 
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This short form prospectus constitutes a public offering of these securities onty in those jurisdictions where they may be lawfully offered for 
sale. No securities commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder and 
any representation to the contrary is an offence. Information has been incorporated by reference in this short form prospectus from 
documents filed with securities commissions or similar authorities in Canada. Copies of the documents incorporated herein by reference may 
be obtained on request without charge from the Secretary, Norcen Energy Resources Limited, 715-5th Avenue S.W., Calgary, Alberta 
T2P 2X7, (403) 231-0111. For the purposes of the Province of Quebec, this short form prospectus contains information to be completed by 
consulting the permanent information record. A copy of the permanent information record may be obtained through your dealer or directly 
from the Company at the above-mentioned address. 


Norcen 


Energy Resources Limited 


$100,000,000 
(4,000,000 shares) 


8.12% Second Preference Shares, Series A 


New Issue 


ARI8 


The Second Preference Shares, Series A will be entitled to fixed, cumulative, preferential cash dividends at a rate 
of $2.03 per share per annum payable quarterly on the first day of March, June, September and December with 
the first dividend accruing from the date of issue and payable on June 1, 1986. The Second Preference Shares, 
Series A will not be redeemable prior to March 1, 1992 but will be redeemable thereafter at the option of the 
Company. The provisions to be attached to the Second Preference Shares, Series A are summarized under 
“Details of the Offering”. ; = 


Retraction Privilege 


Each Second Preference Share, Series A will be retractable at the option of the holder on March 1, 1992 ata 
price equal to $25.00 per share plus all accrued and unpaid dividends. 


The Toronto Stock Exchange and The Montreal Exchange have conditionally approved the listing of the Second 
Preference Shares, Series A. Listing is subject to the Company fulfilling all of the requirements of the exchanges 
on or before April 24, 1986, including distribution of those securities to a minimum number of public shareholders. 


In the opinion of counsel, the Second Preference Shares, Series A will be investments which qualify for 
investment under certain statutes as set out under “Eligibility for Investment”. 


Price: $25.00 per share 


We, as principals, conditionally offer the Second Preference Shares, Series A, subject to prior sale, if, as and when 
issued and delivered by the Company and accepted by us in accordance with the conditions contained in the 
Underwriting Agreement referred to under “Plan of Distribution” and subject to the approval of certain legal 
matters on behalf of the Company by Osler, Hoskin & Harcourt, Toronto, and on our behalf by Borden & Elliot, 


Toronto. 
Price to Underwriters’ Net proceeds 
public fee (1) to the Company (2) 
UALS eZee ee eee $25.00 $0.75 $24.25 
GARR eas eae: rt en, eS $100,000,000 $2,800,000 $97,200,000 


— (1) The Underwriters’ fee for the Second Preference Shares, Series A is $0.25 for each share sold to certain institutions and $0.75 
per share for all other shares, to a maximum of $2,800,000. 
(2) Before deducting expenses of issue estimated at $200,000. 
Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close 
the subscription books at any time without notice. It is expected that share certificates for the Second Preference 
Shares, Series A will be available for delivery on or about February 11, 1986. 


BRINK HUDSON & LEF 
SUITE 1500, PARK atl ple 
666 BURRARD STREET 
VANCOUVER, B.C. V6C C4 


Wood Gundy Inc. 


Offices in principal cities across Canada and in New York, London, 
Paris, Tokyo, Hong Kong and Barbados 


January 29, 1986 
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DOCUMENTS INCORPORATED BY REFERENCE 


The following documents are incorporated by reference into this short form prospectus: 

(a) the Company’s Annual Information Form dated February 25, 1985 (“AIF”); 

(b) the Company’s Proxy Circular and Statement dated February 25, 1985; 

(c) the Company’s material change reports dated March 8, August 2 and August 8, 1985; and 


(d) the unaudited interim financial statements of the Company for the three months ended March 31, 1985 
contained in the Company’s report to shareholders dated May 15, 1985, for the six months ended June 30, 
1985 contained in the Company’s report to shareholders dated July 31, 1985 and for the nine months ended 
September 30, 1985 contained in the Company’s report to shareholders dated November 8, 1985. 


All documents of the Company of the type referred to above (other than confidential reports) filed with 
a securities commission or any similar authority in Canada after the date of this short form prospectus 
and prior to the termination of the offering shall be deemed to be incorporated by reference into this short form 
prospectus. 


Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall be 
deemed to be modified or superseded for purposes of this short form prospectus to the extent that a statement 
contained herein or in any other subsequently filed document which also is or is deemed to be incorporated by 
reference herein modifies or supersedes such statement. Any statement so modified or superseded shall not be 
deemed, except as so modified or superseded, to constitute a part of this short form prospectus. 


ELIGIBILITY FOR INVESTMENT 


In the opinion of Osler, Hoskin & Harcourt and of Borden & Elliot, the Second Preference Shares, Series A, 
at the date of issue, will be qualified investments without resort to the so-called “basket” provisions but subject to 
the general investment provisions for: 


(i) insurance companies registered under the Canadian and British Insurance Companies Act (Canada) or 
the Foreign Insurance Companies Act (Canada), insurers incorporated or organized under the Insurance 
Act (Ontario), and insurance companies governed by the Insurance Act (Alberta); 


(ii) loan companies regulated under the Loan Companies Act (Canada), trust companies regulated under 
the Trust Companies Act (Canada), and loan corporations and trust companies registered under the 
Loan and Trust Corporations Act (Ontario); and 


(iii), pension plans registered under the Pension Benefits Standards Act (Canada), the Pension Benefits Act 
(Ontario), an Act respecting supplemental pension plans (Quebec) or the Pension Benefits Act 
(Alberta). 


In the opinion of Osler, Hoskin & Harcourt and of Borden & Elliot, the Second Preference Shares, Series A 
will also be qualified investments for registered retirement savings plans and for deferred profit sharing plans 
under the Income Tax Act (Canada). 


THE COMPANY 


Norcen Energy Resources Limited (the “Company”) is a Canada Business Corporations Act (“CBCA”) 
corporation with its executive offices located at 715-5th Avenue SW, Calgary, Alberta, T2P 2X7. In this short 
form prospectus, references to Norcen mean the Company and its subsidiaries, unless the context otherwise 
indicates. 


Norcen is a major Canadian-owned natural resource enterprise whose principal business is the exploration 
for and the development and production of hydrocarbons, primarily in Canada, the distribution of propane and 
butane in western Canada and in Ontario, and pipeline transportation of oil and transmission and distribution of 
natural gas primarily in Alberta. Norcen’s other business consists of its mineral resources division whose principal 
assets include a share interest in Iron Ore Company of Canada (“IOC”), a royalty interest in iron ore production by 
IOC from mineral leases in Labrador and a 28% interest in M. A. Hanna Company. 


NORCEN ENERGY RESOURCES LIMITED 


Oil and Gas Division 


* conventional oil and gas 
operations in Canada, 
the United States 
and Australia e 10.47% equity interest in IOC 

e frontier and heavy oil 
operations in Canada 


Mineral Resources Division 


e royalty interest in IOC 
production in Labrador 


e 28% equity interest in M. A. 
Hanna Company 


e oil sands royalty interest in 
Alberta 

e distribution of propane and 
butane 


The following table contains a summary of financial information of Norcen for the indicated periods: 


Nine months 


ended 
September 30 Year ended December 31 
if 1985 1984 1984) 19831982 19811980 
(millions of dollars) 
(unaudited) 
Sales and other revenues 22.3: $ 467.4 $ 409.2 $ 570.2 $ 452.6 $ 3743 $ 265.3 $246.9 
Income fromcontinuing operations. 81.8 2.1 a25 56.9 50.0 292 30 
EG INCOME sf te Airy rte 81.8 69.3 104.3 78.4 70.8 45.8 IOS) 
TOMUASSEIS A tes ees 8 DOUSsoe oli) tL oae eee e027 b 35202" £,063.2~ “899.2 
Total long-term debt .......... Sipe oes 434.8 343.7 466.1 294.6 151.8 160.6 
Total shareholders’ equity ...... eA 761.4 T3722 if 5, Sto 472.3 449.2 


Note: The Gas Utilities Division, disposed of on September 30, 1984, is accounted for on the equity basis. Net income excludes an 
extraordinary gain of $8,048,000 in 1981. 


RECENT DEVELOPMENTS 


Partnership with Gulf Canada 


On August 31, 1985, Norcen entered into a partnership arrangement with Gulf Canada Limited (“Gulf”) 
pursuant to which all of Gulf’s upstream assets (except for BeauDril Limited, a wholly-owned subsidiary involved 
in Beaufort Sea exploration) together with the assets of Superior Propane Limited (a wholly-owned subsidiary of 
Gulf) and Gulf’s Edmonton refinery were combined with Norcen’s contribution to the partnership of $300 million 
cash. Norcen’s interest in the partnership is approximately 6%. 


Norcen may be required by Gulf, or may elect, provided required notices are given, to withdraw from the 
partnership in which case Norcen’s interest in the partnership will be terminated. Notice of such requirement may 
be given by Gulf between February | and April 1, 1986, inclusive, for the withdrawal of Norcen from the 
partnership on or after March 1, 1986. Norcen may by notice given between April 1 and May 30, 1986, inclusive, 
elect to withdraw from the partnership at a date acceptable to the partners that is no later than March 1, 1987. 
Norcen anticipates that it will withdraw from the partnership on or prior to March 1, 1987. On withdrawal Norcen 
would acquire certain of the partnership assets, which would include 100% of the partnership’s interest in the four 
producing oil and gas fields in Alberta comprising the Wildcat Hills Unit, the Stettler Nisku D-2 Unit, the Snipe 
Lake Beaverhill Lake Unit #1 and the Fenn West D-2A pool and 70% of the partnership’s interest in the Stettler 
D-3A pool. Norcen will also acquire the assets of Superior Propane Limited and certain of the partnership's 
interests in the Hebron-Ben Nevis and West Ben Nevis areas of offshore Newfoundland. For the three month 
period September 1, 1985 to November 30, 1985, Norcen recorded $12.8 million as its share of the partnership 
profit. 


Oil and Gas Properties 


In January 1985, Norcen completed a Minnelusa oil discovery at Sandbar East in the Powder River Basin of 
northern Wyoming. As a result of a development program which is substantially complete, production from the 
pool in December 1985 was approximately 3,300 barrels per day, with the Company’s share amounting to 1,100 
barrels per day from 10 wells. The Company expects this pool will be unitized and waterflood operations may 
commence in late 1986. 


In April 1985, the Company acquired an overriding royalty interest in the Natural Buttes Unit in Utah for 
U.S. $16.1 million. This Unit includes about 230 gas wells. In addition in November 1985, Norcen acquired oil and 
gas properties in the Black Warrior Basin of Mississippi and Alabama for U.S. $29.5 million. This purchase 
included interests in 82 gas wells at the end of 1985. 


In December 1985, an oil discovery was confirmed at Amauligak in the Beaufort Sea. The discovery well, 
Amauligak J-44, was drilled in 1984. The Amauligak I-65 delineation well was drilled in late 1985 and a testing 
program was designed to evaluate representative intervals to determine total pay thickness and productivity of the 
oil zones. Results released by the operator in respect of the first two tests indicate flows of approximately 7,000 
barrels per day from each of two zones. One additional delineation well is planned and at least one other well is 
anticipated on this structure in 1986. Norcen has a 15% working interest in this project. 


Iron Ore Interests 


Norcen owns a 10.47% common share interest in IOC and a royalty interest in lands being mined by IOC. A 
description of Norcen’s iron ore interests is set forth on pages 20 to 22 of the AIF. A proposal has been discussed 
with all of the shareholders of IOC relating to amendments to IOC’s contracts with certain shareholders to 
purchase pellet production from IOC. Subject to certain conditions being met, the terms of the contracts would 
be extended, would be amended as to volume and price and would increase the rate of Norcen’s royalty interest on 
iron ore pellet production. Based on its understanding and assessment of the proposed amendments, Norcen 
expects that the implementation of the proposal would not have a material financial impact on it. 


M. A. Hanna Company 


M. A. Hanna Company (“Hanna”) (formerly The Hanna Mining Company) in which Norcen holds a 28% 
interest effected a number of changes in 1985 with a view to refocusing its efforts into profitable industries. The 
Butler Taconite Project, which produced iron ore, was permanently closed. In addition, Hanna reduced its 50% 
interest in WellTech Inc. to 20% and agreed to purchase all of the outstanding debt of the Midland SouthWest 
Corporation for US $18.3 million. Further, Hanna sold its interest in one eastern United States coal producing 
operation, announced its intention to sell its interest in a second such operation and acquired the remaining 50% 


interest in a third operation. As a result of these changes, Hanna in the second quarter of 1985 reported a 
non-recurring loss of U.S. $133.5 million and in the third quarter of 1985 reported an extraordinary gain of U.S. 
$10.9 million and a non-recurring loss of U.S. $11.1 million. Norcen is of the opinion that no write down is required 
in the carrying value of its investment in Hanna. 


Changes in Federal and Provincial Energy Programs 


The legislative structure under which the oil and gas industry in Canada operates underwent significant 
changes in 1985. Agreements have been made between the Government of Canada and the Governments of 
Alberta, Saskatchewan, British Columbia, Nova Scotia and Newfoundland governing the pricing of oil and gas 
and the sharing of resource revenue. On March 28, 1985 a new agreement (the “Western Accord”) was announced 
by the Governments of Canada, Alberta, Saskatchewan and British Columbia.This agreement substantially 
altered the terms of previous agreements respecting pricing, revenue sharing and regulation. Subsequent 
announcements have been made respecting taxes, incentives and regulations applicable to operations in the 
Canada Lands, and pricing and regulation of natural gas sales. 


Outlined below are the significant aspects of these changes. Current legislation, regulations and agreements 
are matters of public record. 


Pricing of Crude Oil 

According to the terms of the Western Accord, the price of all crude oil in Canada was deregulated effective 
June 1, 1985. Under the previous regime, the Conventional Old Oil Price applied to oil discovered prior to 1974, 
and was set at approximately $29.75 per barrel in May 1985. The New Oil Reference Price, which averaged $41.00 
in May 1985, applied to conventional oil discovered after 1973, synthetic crude oil, oil from Canada Lands and 
certain incremental production. 


Since June 1, 1985, oil prices have been subject to negotiation between buyers and sellers. Prices for 
reference quality crude were in the order of $37.50 per barrel in December 1985 and were in the range of $28 to 
$31 per barrel as at January 24, 1986. 


Pricing of Natural Gas 

In accordance with federal-provincial agreements, the price for natural gas produced in Alberta for sale in 
other Canadian provinces is set with reference to the Alberta Border Price. Wellhead prices are determined by 
deducting from the Alberta Border Price certain costs, including transportation costs from the point of production 
to the Alberta border. Gas produced in Alberta may be sold within the province at less than the Alberta Border 
Price: 


The Western Accord fixed the Alberta Border Price at $2.94 per mcf, where it had been set since February 1, 
1985 under a previous federal-provincial agreement. On October 31, 1985 an agreement respecting domestic 
natural gas pricing and marketing was announced by the Governments of Canada, Alberta, British Columbia and 
Saskatchewan. Under this agreement, the Alberta Border Price will remain at the current level until November 1, 
1986. During the year ending November 1, 1986, prices may be negotiated on a commercial basis for contracts 
which expire or which producers agree to renegotiate within that period and for certain new contracts. Long-term 
sales contracts will be required to be renegotiated in respect of price by November 1, 1986, and failing agreement 
will be settled by arbitration. Effective November 1, 1986, the price of all natural gas in interprovincial trade will 
be determined by negotiation between buyers and sellers. 


Prior to November 1, 1984 prices for export of Canadian natural gas were fixed by the National Energy 
Board. Effective November 1, 1984, these prices were set by buyer-seller negotiation, subject to the restriction 
that they must be greater than the Toronto Wholesale Price, currently $4.06 per mcf. The agreement of October 
31, 1985 specifies that exports will no longer be subject to this requirement, but prices must equal or exceed the 
price for natural gas delivered to Canadians under similar terms in the area or zone adjacent to the point of export. 


The difference between the export price of Alberta natural gas and the Alberta Border Price is paid into a 
fund administered by the Alberta Government, and subject to certain adjustments, distributed to all gas 
producers in the province in proportion to their individual shares of Alberta production. In November 1985, the 
amount distributed was approximately $0.03 per mcf before royalties. Coincident with the deregulation of natural 
gas prices on November 1, 1986, this distribution will be discontinued. 


Taxation 
The Petroleum and Gas Revenue Tax (“PGRT”) was introduced as part of the National Energy Program in 
1980 as a levy on production revenues net of operating expenses, and is not deductible for income tax purposes. 
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In 1985, the PGRT rate was 16%, before the 25% resource allowance deduction, or an effective rate of 12%. 
Under the Western Accord, this tax is to be phased out in stages, declining to zero at the end of 1988. 


As well, the Western Accord provides that the PGRT will not apply to production from wells drilled on or 
after April 1, 1985. 


Petroleum Incentives Program 

The Government of Canada, through the Petroleum Incentives Program (“PIP”), and the Government of 
Alberta, in respect of lands in Alberta, through the Alberta Petroleum Incentives Program (“APIP”), have pro- 
vided direct cash incentives to qualified applicants in respect of eligible drilling and related expenditures. PIP 
and APIP were structured to favour investment by Canadian-owned and controlled corporations, and invest- 
ments in the Canada Lands. By September 30, 1985, Norcen had earned grants of $358.1 million. Norcen 
qualifies for the highest levels of grants, amounting to 80% of expenditures for Canada Lands exploration, 35% 
of exploration expenditures on provincial lands, and 20% of most development expenditures. 


The Western Accord specifies that PIP will terminate on March 31, 1986. Certain frontier wells drilled 
to meet commitments under exploration agreements on Canada Lands will continue to qualify for incentives 
up to December 31, 1987.The Government of Alberta has announced that APIP will terminate on March 31, 
1986, except for certain eligible activities which will be “grandfathered” to December 31, 1986. 


Federal Incentives 


On October 30, 1985, the Government of Canada announced a new program of incentives within the income 
tax regime. Exploration expenditures in excess of $5 million on an individual well will be eligible for an 
Exploration Tax Credit equal to 25% of qualified expenditures. The credit will be effective December 1, 1985, but 
will not apply to expenditures which attract payments under PIP. The credit will apply to expenditures made up to 
December 31, 1990. 


On October 30, 1985, the Government of Canada also announced its intention to make major changes to the 
land tenure regime governing oil and gas exploration, development and production on Canada Lands. Included 
among these changes will be the abolishment of the 25% Crown Share provision. : 


Provincial Royalties and Incentives 

During 1985 the Governments of Alberta, Saskatchewan and British Columbia announced programs 
designed to encourage exploration for new oil and gas reserves. These programs included such incentives as 
royalty holidays, reduced or varying royalties and pricing incentives and initiatives. 


Other Information 


Since February 25, 1985, the date of the Company’s AIF, except as disclosed in this short form prospectus, 
there have been no developments that, in the view of Norcen, materially affect it. 


APPLICATION OF PROCEEDS 


The estimated net proceeds to be derived by the Company from the sale of the Second Preference Shares, 
Series A will amount to $97,000,000 after deducting estimated expenses of issue and the Underwriters’ fee. These 
proceeds will be applied to reduce the Company’s indebtedness under short and long term bank lines of credit 
which amounted to $581.9 million as at September 30, 1985. 


DETAILS OF THE OFFERING 


The following is a summary of the principal provisions attaching to the second preference shares as a class 
and to the Second Preference Shares, Series A offered hereby. 


Description of the Second Preference Shares as a Class 
Issuable in Series 


The second preference shares may be issued from time to time in one or more series. Subject to certain 
limitations, the board of directors may fix the provisions attaching to the second preference shares of each series. 


Priority 

With respect to payment of dividends and repayment of capital on liquidation, the second preference 
shares, as a class, rank (a) junior to the first preference shares; (b) prior to the junior preference shares; and 
(c) prior to the ordinary shares. 


Modification 

Authorization to delete or vary any provision attaching to the second preference shares as a class or to create 
shares ranking in priority to or on a parity with the second preference shares requires the approval of at least 
two-thirds of the votes cast at a class meeting of the holders of the second preference shares. 


Description of the Second Preference Shares, Series A 


The Second Preference Shares, Series A will have, among others, provisions to the following effect attached 
thereto in addition to the provisions attached to the second preference shares as a class. 


Diviiends 


The holders of the Second Preference Shares, Series A will be entitled to receive fixed, cumulative, cash 
dividends as and when declared by the board of directors, at the rate of $2.03 per share per annum payable by 
quarterly instalments of $0.5075 each on the first day of March, June, September and December. Dividends shall 
accrue from the date of issue and, assuming an issue date of February 11, 1986 and declaration by the directors, an 
initial dividend of $0.609 per share will be paid on June 1, 1986. 


Retraction Privilege 

A holder of Second Preference Shares, Series A shall have the privilege of requiring the Company to redeem 
all or any of the Second Preference Shares, Series A held by such holder on March 1, 1992 (the “Retraction Date”) 
at a price equal to $ 25.00 per share plus accrued and unpaid dividends to but not including the Retraction Date. 
The Company shall, during the 30 day period ending December 15, 1991, give written notice to each holder of 
Second Preference Shares, Series A of such retraction privilege. Such retraction privilege must be exercised on or 
before January 15, 1992 by the presentation and surrender to the Company of the share certificates representing 
the Second Preference Shares, Series A required to be redeemed. Such presentation and surrender shall be 
irrevocable except with respect to those shares presented and surrendered which are not redeemed by the 
Company on the Retraction Date. 


The Company will be obligated to redeem Second Preference Shares, Series A to the extent that the 
redemption would not be contrary to any applicable law. If the Company is unable for this reason to redeem all 
Second Preference Shares, Series A presented and surrendered on the Retraction Date, it will redeem pro rata on 
the Retraction Date and on each dividend payment date thereafter, such number of such Second Preference 
Shares, Series A as have not previously been redeemed or withdrawn by the shareholders as the Company 
determines it is then permitted to redeem, until all such shares have been so redeemed. 


Voting Rights 

The holders of the Second Preference Shares, Series A will not be entitled to receive notice of, attend or vote 
at meetings of shareholders of the Company; provided that the holders shall be entitled to one vote per share held 
if and for so long as the cumulative dividends on the Second Preference Shares, Series A are in arrears for a period 
exceeding eight quarters. 


Redemption and Purchase 

The Second Preference Shares, Series A will not be redeemable prior to March 1, 1992 but thereafter, will be 
redeemable at the option of the Company in whole at any time or in part from time to time on not less than thirty 
days’ notice at the redemption prices per share shown below:, 


IPredeemed betore March le 995 Varo ns, 2°... We et a a $26.00 
If redeemed thereafter and before March 11,1994". 30). Pc ee es S25575 
If.redeemed thereatter and before March'1, 1995°< soe... 0. oe ee eee. $25.50 
lf redeemed thereafter and before: March’ 1) 1996 fees oe ee et $25.25 
EOC ECINECICMerC ALC Te, ee ne cree Ra Oral th wi. coh CORMIER cha blots gees ae Ae ee $25.00 


together, in each case, with all the accrued and unpaid dividends thereon to the date of redemption. 


In the case of a partial redemption, the shares to be redeemed will be selected by lot or redeemed on a pro 
rata basis or selected in such other manner as the board of directors shall deem equitable. 
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The Company will be permitted at any time to purchase all or any part of the Second Preference Shares, 
Series A (a) through the facilities of a stock exchange on which the shares are listed or by invitations for tenders to 
all holders; or (b) otherwise at a price per share not exceeding $ 26.00 if such purchase is made prior to March 
1, 1992 or the then current redemption price if made thereafter, plus in all cases accrued dividends and costs 
of purchase. 


Purchase Obligation 

The Company will in each calendar quarter, commencing with the quarter beginning April 1, 1992, make 
all reasonable efforts to purchase 1% of the total number of Second Preference Shares, Series A outstanding at 
the close of business on March 1, 1992, if and to the extent such shares are available for purchase at prices not 
exceeding $25.00 per share plus costs of purchase, and such obligation will carry over to the succeeding calendar 
quarters in the same calendar year. If, after all reasonable efforts, the Company is unable to purchase an aggregate 
of 4% of such shares in the four quarters of any calendar year, the Company’s obligation to purchase shares 
with respect to such calendar year will be extinguished. 


Conversion into Further Series 

A holder of Second Preference Shares, Series A will have the option to convert such shares on a share for 
share basis into shares of a further series of second preference shares if the Company elects, on or before 
December 15, 1991 to create a further series of second preference shares into which the Second Preference 
Shares, Series A are convertible. If the Company elects to create a further series of second preference shares as 
aforesaid, the holders of the Second Preference Shares, Series A will be entitled to convert their shares during a 
conversion period ending no earlier than three months after the Retraction Date, subject to prior redemption. 


Restrictions on Dividends, Issue and Retirement of Shares 


So long as any of the Second Preference Shares, Series A are outstanding and unless all dividends then 
payable on the Second Preference Shares, Series A and on all other shares ranking prior to or on a parity with the 
Second Preference Shares, Series A have been declared and paid or set aside for payment, the Company will not, 
without the approval of the holders of the Second Preference Shares, Series A: 

(a) pay any dividends on the junior preference shares, ordinary shares, or any other shares of the Company 
ranking junior to the Second Preference Shares, Series A (other than stock dividends in any such shares 
of the Company); or 

(b) except out-of the net proceeds of a substantially concurrent issue of shares ranking junior to the 
Second Preference Shares, Series A, redeem or purchase or make any capital distribution in respect of 
the junior preference shares, ordinary shares, or any other shares of the Company ranking junior to 
the Second Preference Shares, Series A; or 


(c) except in connection with the exercise of the retraction privilege attaching thereto, redeem or purchase 
less than all the Second Preference Shares, Series A; or 


(d) redeem or purchase any other shares of the Company ranking on a parity with the Second Preference 
Shares, Series A; or 

(e) except in connection with the conversion of any Second Preference Shares, Series A into shares of one or 
more series of such class, issue any shares ranking prior to or on a parity with the Second Preference 
Shares, Series A. 


Rights on Liquidation 

In the event of the liquidation of the Company, the holders of the Second Preference Shares, Series A will be 
entitled to $25.00 per share plus all accrued and unpaid dividends and, if such liquidation is voluntary, a 
premium of $1.00 per share if such event commences prior to March 1, 1992, or, if such event commences 
thereafter, a premium equal to the premium payable on redemption if such shares were to be redeemed at the 
commencement of any such liquidation, before any amounts are paid to the holders of the junior preference 
shares, the ordinary shares, or any other class of shares ranking junior to the Second Preference Shares, Series 
A. The holders of Second Preference Shares, Series A will not be entitled to share in any further distribution 
of property of the Company. 


Modification 
The provisions attaching to the Second Preference Shares, Series A may be amended at any time with such 


approvals as may be required by the CBCA. The CBCA currently provides that such approval may be given by at 
least two-thirds of the votes cast at a meeting of the holders of the Second Preference Shares, Series A. 


SHARE CAPITAL OF THE COMPANY 


The authorized share capital of the Company consists of (a) 1,300,000 first preference shares, issuable in 
series, which may be issued for a price or consideration not exceeding in the aggregate the sum of $132,500,000; 
(b) an unlimited number of second preference shares (to be automatically redesignated as first preference shares 
upon such date as the above-mentioned class of 1,300,000 first preference shares is no longer authorized), issuable 
in series; (c) an unlimited number of junior preference shares, issuable in series; (d) an unlimited number of 
non-voting ordinary shares; and (e) an unlimited number of voting ordinary shares; of which the following were 
issued and outstanding on December 31, 1985; (1) 844 first preference shares, Series A and 55,013 first preference 
shares, Series B; (11) 85,817 convertible junior preference shares, 1981 Series, 5,999,900 convertible junior 
preference shares, 1983 Series and 113,300 convertible junior preference shares, Series B; (iii) 21,580,260 non- 
voting ordinary shares; and (iv) 27,136,235 voting ordinary shares. 


The following is a summary of certain attributes of the share capital of the Company. 


First Preference Shares 

Provisions attaching to the first preference shares include provisions entitling the holders thereof to: 

(a) fixed, cumulative, cash dividends in priority to any dividends on the second preference shares, the junior 
preference shares, the non-voting ordinary shares and the voting ordinary shares; 

(b) one vote for each share held at all meetings of shareholders of the Company other than meetings of 
another series or class; and 

(c) apriority over the second preference shares, the junior preference shares, the non-voting ordinary shares 
and the voting ordinary shares in respect of repayment of capital on liquidation. 


Second Preference Shares 


The second preference shares rank after the first preference shares but prior to the junior preference shares, 
the non-voting ordinary shares and the voting ordinary shares, with respect to the payment of dividends and 
repayment of capital on liquidation. See “Details of the Offering”. 


Junior Preference Shares 


The junior preference shares as a class rank after the first preference shares and second preference shares but 
prior to the non-voting ordinary shares and voting ordinary shares with respect to the payment of dividends and 
the repayment of capital on liquidation. 


Convertible Junior Preference Shares, 1981 Series and Series B 

The series provisions attaching to the convertible junior preference shares, 1981 Series and Series B include 
provisions entitling the holders thereof, subject to certain restrictions, to convert each convertible junior 
preference share, 1981 Series into approximately 1.66 non-voting ordinary shares and 1.66 voting ordinary shares, 
prior to August 11, 1989 and to convert each convertible junior preference share, Series B into approximately 
3.19 non-voting ordinary shares, prior to December 13, 1991. 


The convertible junior preference shares, 1981 Series and Series B do not carry the right to vote and are not 
entitled to dividends. 


Convertible Junior Preference Shares, 1983 Series 
The series provisions attaching to the convertible junior preference shares, 1983 Series include provisions 
entitling the holders thereof to: 
(a) fixed, cumulative cash dividends in priority to any dividends on the non-voting ordinary shares and the 
voting ordinary shares; and 
(b) subject to certain restrictions, the right to convert each convertible junior preference share, 1983 Series 
into approximately 1.28 non-voting ordinary shares, prior to December 1, 1990. 


The convertible junior preference shares, 1983 Series do not carry the right to vote. 


Non-Voting Ordinary Shares and Voting Ordinary Shares 

The holders of the non-voting ordinary shares and voting ordinary shares of the Company are entitled to any 
dividends that may be declared by the board of directors subject to the preferential dividend rights attaching to 
the shares ranking in priority to the non-voting ordinary shares and voting ordinary shares and in the event of the 
dissolution of the Company will be entitled, subject to the rights on dissolution of the holders of the shares ranking 
in priority to the non-voting ordinary shares and voting ordinary shares, to receive on a pro rata basis all of the 
assets of the Company remaining after the payment of all of the liabilities. 


Holders of non-voting ordinary shares and voting ordinary shares are entitled to receive notice of, attend and 
speak at any meeting of the shareholders of the Company, except for a class meeting of the holders of shares of 
another class or a series meeting of the holders of shares of a particular series. Holders of voting ordinary shares 
are entitled to one vote per share at all meetings of shareholders, except meetings of the holders of another class 
or series of shares. Except as required by the CBCA, holders of non-voting ordinary shares are not entitled to vote 
at any meeting of shareholders of the Company. 


Voting ordinary shares are convertible at the holder’s option into non-voting ordinary shares on a one-for-one 
basis at any time. Non-voting ordinary shares are convertible into voting ordinary shares on a one-for-one basis 
only in certain limited circumstances. 


CHANGES TO SHARE AND LOAN CAPITAL 


The only material changes in the share capital of the Company since December 31, 1984 have been the 
purchase by the Company of certain non-voting ordinary shares and voting ordinary shares. During 1985, the 
Company purchased by way of a normal course issuer bid on the open market at an average cost of $14.12 per 
share, excluding brokerage commissions, 1,835,600 of its non-voting ordinary shares. In addition, pursuant to 
substantial issuer bids made on the floor of The Toronto Stock Exchange on August 30, 1985, the Company 
purchased at a price of $15.75 per share, excluding brokerage commissions, 940,533 of its voting ordinary shares 
and 5,038,320 of its non-voting ordinary shares. 


The only material changes in the loan capital of the Company relate to the substantial issuer bids and the 
contribution to the partnership with Gulf referred to under “Recent Developments” which transactions were 
financed from two lines of credit with three Canadian chartered banks. One line of credit for $90 million matures 
on August 31, 1988; the second line of credit for $300 million revolves to August 31, 1987 when the Company has 
the option to convert to a six-year term with equal semi-annual principal repayments. 
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CONSOLIDATED CAPITALIZATION 


September 30, 1985 
after giving effect 


December 31,1984 September 30, 1985 to this issue 


(thousands of dollars) 


LONG-TERM DEBT (1): 
The Company 


iia 7o secured debentures, 1996(2)o) 2 foe. . $ 26,090 $ 24,822 $ 24,822 
10%4-1144% secured notes, 1988(2) ............ 25,244 19,475 19,475 
124)-1314% debentures, 1990-2003. %4 .. 25.5... 115,000 136,780 136,780 
Werm:-bank*credits/1988-1994(3y) Be 121,440 516,040 419,040 
peOye SMOOTOMaAtcd Ole, F999 2c tae ak wes ss 47 300 47 300 47300 
OO Rn Seat ea A rage sake xy nice a 166 166 
Monarch Propane Limited 
erie Daa loans! 19D 8 eee ee Bee icsaae wane + 3,586 3,586 
GOT el Sas BB) So ee a ee 335,074 748,169 651,169 
MINORITY INTERESTS IN SUBSIDIARIES: ... ... fe 13,246 14,485 14,485 
CAPITAL STOCK (4): 
First preference shares 
844 $1.06xseries, A’ (S00)th 1984) 2222. cca. 22 | 21 
55,928 $1.50, series B (61,724 in 1984) ....... 1,543 1,398 1,398 
Second preference shares 
4,000,000 8.12%, series A (this issue) ........ 100,000 
Junior preference shares, convertible redeemable 
B01 7 1961 Series (5.817 in 1984) we ek 4,291 4,291 4.291 
5,999,900 734%, 1983 series (5,999,900 in 1984) 147,178 147,178 147,178 
Pio A SeTICS oat 1) SOUT LOOAy Sharan ss. 5,665 5,665 5,665 
Ordinary shares 
Zis155,00 1 Voune (28,063,019 tm 1964). sw... 136,841 132,428 132,428 
21,540,189 non-voting (28,274,898 in 1984) .... 140,152 107,799 107,799 
Pe MUNI ARI UNG OS e cuetes cieten eet me ial sass, 351,540 322,209 322,209 
SHAKE HOLDER Seh OUT nee... . Leese 720,989 820,989 
PORAE CAP EEALAZ A TIONG? ee ce ck, « PD, DO2 $1,483,643 $1,486,643 


NOTES: 

(1) Long-term debt outstanding that was issued in United States funds, which amounted to U.S. $106,437 ,500 
and U.S. $115,748,125 as at December 31, 1984 and September 30, 1985, respectively, has been included 
above at its Canadian dollar equivalents at those dates. Long-term debt excludes current maturities of 
$8,594,000 and $9,006,000 as at December 31, 1984 and September 30, 1985, respectively. 

(2) Certain producing oil and gas properties of Norcen are subject to first mortgage liens under trust deeds 
securing the outstanding secured debentures and secured notes. 

(3) Lines of term bank credits, established with three Canadian banks, amounting to $121,440,000 as at 
December 31, 1984 ($126,040,000 as at September 30, 1985) have been amended to provide on maturity in 
1986 semi-annual principal repayments to retire the loans in 1994. Additional lines of term bank 
credits established on August 30, 1985 with the three Canadian banks amounting to $300,000,000 and 
$90,000,000 mature August 31, 1987 (and may be extended at the borrower’s option into a term loan with 
semi-annual principal repayments to retire the loan in 1993) and August 31, 1988, respectively. 

(4) Refer to pages 9 and 10 for a description of the authorized, issued and outstanding capital stock, and the 
convertible features of the junior preference shares. 
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DIVIDEND AND INTEREST COVERAGE 


After giving effect to this issue, the annual dividend requirements on all preference shares of the Company 
outstanding as at September 30, 1985 will amount to $19.8 million per annum. The consolidated net income of the 
Company and its subsidiaries for the twelve months ended September 30, 1985 has been adjusted (the “Adjusted 
Consolidated Net Income”) to give effect from the commencement of such twelve month period to (i) a reduction 
of interest expense under short and long term lines of credit due to the use of proceeds of this issue; (i1) the 
financial effect of the investment in the partnership with Gulf referred to under “Recent Developments’; (iii) the 
increased interest expense related to the substantial issuer bids referred to under “Changes to Share and Loan 
Capital”; and (iv) the reduced interest expense related to the sale of the gas utilities division. On such basis, the 
Adjusted Consolidated Net Income amounted to $118.5 million being approximately 6.0 times such annual dividend 
requirements. 


After giving effect to this issue, the annual dividend requirements on all preference shares of the Company 
(grossed-up to a pre-tax equivalent) together with the annual interest requirements on the long-term debt as at 
September 30, 1985 will amount to $106.0 million per annum. The Adjusted Consolidated Net Income before 
deduction of interest on long-term debt and income taxes amounted to $323.3 million, being approximately 3.1 times 
such annual interest and dividend requirements. 


ASSET COVERAGE 


After giving effect to this issue, the adjusted net tangible assets of the Company and its subsidiaries as at 
September 30, 1985 were as follows: . 


(millions 

of dollars) 
Properties, plantand equipment; at:cost 22... . jeReRemeremeiee Rene eee $1,736 
Less: Accumulated’ depreciation and depletion —Ameesserncry ss) )cnte et 514 
Net properties, plant andiequipment’. 22.5.2... . . 2aReewena eee eee ee eee ee) 
CUrrentiaSSetS sii. 6 eae be Aho: hepieetsige a+ 5 <5 FAROE ESeoe ieoscin ~ 164 
Investments:and other assets > ..4...0..c 2.5.) --.--. cena ene eta nr eer 690 
Less iGurrentilia bilitiesee a. .0 eens epee a A ee PLN oot sy miko i a Oe at: ae (265) 
Long-term: debt) icc 005 a ete os + RMR re ge td (748) 
Net:tangible assets’ .cat.0, Reo ene cece re. «RR te eee erat eeghe car 1,063 
Add> Estimated net proceeds of Second Prelerencemsnanes; Semester ee OF 
Adjusted net tangible assets before deducting the felkowine ys) ieee ae ee 1,160 
Less: Deferred income taxes i... 2002.22. - ee ee ee (287) 
Deferred gas revenues’. 5 0 22.75 5s 5 >. SER eS tet te rec gee ee (52) 
Minority interest’ 22 ei Bo esate ace oC eres eee eee re eee (14) 
Adjusted net tangiblé-assetsy 4 ajsu.2 3404.2 «<-> © Sameer ae Dee yee eee ear eee $ 807 


The adjusted net tangible assets will be $1,160 million before deducting deferred income taxes, deferred gas 
revenues and minority interests and $807 million after such deductions, being equivalent to 4.5 times and 3.1 
times respectively the aggregate issue price of all preference shares of the Company to be outstanding after giving 
effect to this issue. 


Before deducting consolidated long-term debt, adjusted for the net proceeds of this issue, the adjusted net 
tangible assets will be $1,811 million before deducting deferred income taxes, deferred gas revenues and minority 
interests and $1,458 million after such deductions, being equivalent to 2.0 times and 1.6 times respectively the 
sum of the principal amount of consolidated long-term debt and the aggregate issue price of all preference shares 
of the Company to be outstanding after giving effect to this issue. 


INCOME TAX CONSIDERATIONS 


In the opinion of Osler, Hoskin & Harcourt and of Borden & Elliot, the following summary fairly describes 
the principal Canadian federal income tax consequences arising under the Income Tax Act (Canada) (the “Act”) 
to a person resident in Canada who holds Second Preference Shares, Series A as capital property and who deals at 
arm’s length with the Company. The summary is based upon the current provisions of the Act and the regulations 
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thereunder, Bill C-84, an Act to amend the Income Tax Act (the “Bill”), which received second reading in the 
House of Commons on December 17, 1985, the Notice of Ways and Means Motion to amend the Act tabled in the 
House of Commons on December 4, 1985 (the “Motion”), and the published interpretations and practices of 
Revenue Canada. If the proposed amendments to the Act are not enacted or are enacted in modified form, the 
income tax consequences may not be as described below in all cases. This summary does not take into account 
foreign or provincial tax legislation or considerations which may vary from the federal legislation or considerations. 
For example, the Government of Ontario recently indicated its intention to negotiate an amendment to Ontario’s 
tax collection agreement with the Government of Canada so that the proposed capital gains exemption discussed 
below would not generally apply for Ontario purposes. 


This summary is not intended to constitute legal or tax advice to any particular prospective purchaser. 
Therefore, prospective purchasers are advised to consult their own tax advisers as to their particular income tax 
situation. 


Taxation of Dividends 

Dividends received on the Second Preference Shares, Series A will be included in computing the shareholder’s 
income. If the shareholder is an individual, the gross-up and dividend tax credit provisions applicable to dividends 
received by individuals from taxable Canadian corporations will apply in respect of all dividends received. The 
grossed-up amount of such dividends will be included in computing the individual’s entitlement to the annual 
deduction of up to $1,000 for qualifying Canadian source interest and dividends. 


The Motion proposes that for 1986 and subsequent taxation years, an individual will generally be required to 
pay a tax of not less than a minimum amount computed by reference to his adjusted taxable income for the year. 
This minimum tax is to be computed without reference to the dividend tax credit and, as a result, the grossed-up 
amount of dividends may be subject to a minimum federal tax. 


A shareholder which is a corporation (other than a “specified financial institution” within the meaning of the 
Act) will generally be entitled to deduct dividends received on the Second Preference Shares, Series A in 
computing its taxable income. A specified financial institution will also be entitled to deduct dividends on the 
Second Preference Shares, Series A if either (i) the specified financial institution did not acquire the Second 
Preference Shares, Series A in the ordinary course of the business carried on by it, or (ii) at the time the dividends 
are received, the Second Preference Shares, Series A are listed on a prescribed stock exchange in Canada and the 
specified financial institution alone or together with persons with whom it does not deal at arm’s length receives 
dividends in respect of not more than 10% of the Second Preference Shares, Series A outstanding at the time the 
dividends are paid. 


A shareholder which is a private corporation (as defined in the Act) or any other corporation controlled 
directly or indirectly by or for the benefit of an individual or a related group of individuals may be liable to pay a 
25% refundable tax under Part IV of the Act on dividends received on the Second Preference Shares, Series A to 
the extent that such dividends are deductible in computing the taxable income of the corporation. 


Disposition 

A shareholder disposing of a Second Preference Share, Series A, either by way of a sale to a third party or to 
the Company in a normal open market transaction, will realize a capital gain or a capital loss to the extent that 
the proceeds of disposition of the Second Preference Share, Series A exceed, or are exceeded by, the aggregate of 
the adjusted cost base of the Second Preference Share, Series A and any costs of disposition. One-half of any such 
capital gain will be included in computing the shareholder’s income. 


In the case of a shareholder who is an individual, other than a trust, any such capital gain may be eligible, 
within certain limits and subject to certain restrictions, for the capital gains deduction in computing taxable 
income as described in the Bill. As a result of the Motion, capital gains realized by an individual, whether or not 
eligible for the capital gains deduction, may be subject to a minimum federal tax. 


If the shareholder is a corporation or a partnership or trust of which a corporation is a member or 
beneficiary, a capital loss realized on the disposition of a Second Preference Share, Series A may, in certain 
circumstances, be reduced by the amount of any dividends which have been received or deemed to have been 
received in respect of such Second Preference Share, Series A. 


An amount paid by the Company for the redemption or acquisition by it, other than on a normal purchase in 
the open market, of Second Preference Shares, Series A in excess of the paid-up capital of $25.00 per share will be 
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treated as a dividend. The amount of any such dividend will not be included in computing the proceeds of: 
disposition to the shareholder for purposes of computing the capital gain or capital loss on the disposition of the 

Second Preference Shares, Series A. The amount of such dividend will not be eligible for the annual $1,000 

deduction available to individuals as described above. In the case of a corporate shareholder, it is possible that in 

certain circumstances the amount so deemed to be a dividend may be treated as proceeds of disposition and not as 

a dividend. 


PLAN OF DISTRIBUTION 


Pursuant to an agreement dated January 21, 1986 (the “Underwriting Agreement”) between the Company 
and Wood Gundy Inc. and Dominion Securities Pitfield Limited, as underwriters, the Company has agreed to sell 
and the underwriters have agreed to purchase, subject to compliance with all necessary legal requirements and to 
the terms and conditions contained therein, on February 11, 1986, or on such other date as may be agreed upon 
but not later than March 11, 1986, 4,000,000 Second Preference Shares, Series A at a price of $25.00 per share, 
payable to the Company against delivery of certificates representing the Second Preference Shares, Series A. The 
underwriters’ fee for the Second Preference Shares, Series A is $0.25 for each share sold to certain institutions and 
$0.75 per share for all other shares, to a maximum fee of $2,800,000. The obligations of the underwriters under the 
Underwriting Agreement are separate and not joint and may be terminated upon the occurrence of certain stated 
events. 


In connection with this offering the underwriters may over-allot or effect transactions which stabilize or 
maintain the market price of the Second Preference Shares, Series A at levels other than those which might 
otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at any time. 


AUDITORS, TRANSFER AGENT AND REGISTRAR 
The auditors of the Company are Thorne Riddell, 205, 5th Avenue S.W., Calgary, Alberta T2P 3B9. 


The transfer agent and registrar for the Second Preference Shares, Series A is National Trust Company at its 
principal offices in Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver. 


PURCHASERS’ STATUTORY RIGHTS 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from an 
agreement to purchase these securities within two business days after receipt or deemed receipt of a prospectus - 
and any amendment. In several of the provinces securities legislation further provides a purchaser with remedies 
for rescission or, in some jurisdictions, damages where the prospectus and any amendment contains a 
misrepresentation or is not delivered to the purchaser but such remedies must be exercised by the purchaser 
within the time limit prescribed by the securities legislation of his province. Purchasers in the Province of 
Saskatchewan, as a term of this offering, are given the same rights of rescission and withdrawal as if it had been 
necessary to have had a prospectus and any amendments accepted by the Saskatchewan Securities Commission. 
The purchaser should refer to any applicable provisions of the securities legislation of his province for the 
particulars of these rights or consult with a legal adviser. 
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CERTIFICATE OF THE COMPANY 
Dated: January 29, 1986 


The foregoing, together with the documents incorporated herein by reference, constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by this short form prospectus as required by the 
securities laws of all provinces of Canada and does not contain any misrepresentation likely to affect the value or 
the market price of the securities to be distributed as required by the Securities Act (Quebec) and the regulation 
thereunder. 


(Signed) E. G. Battle (Signed) A. S. G. Duguid 
President and Chief Treasurer 
Executive Officer 


On behalf of the Board of Directors 


(Signed) D. D. Barkwell (Signed) F. A. M. Huycke 
Director Director 


CERTIFICATE OF THE UNDERWRITERS 
Dated: January 29, 1986 


To the best of our knowledge, information and belief the foregoing, together with the documents incorporated 
herein by reference, constitutes full, true and plain disclosure of all material facts relating to the securities offered 
by this short form prospectus as required by the securities laws of all provinces of Canada and to our knowledge 
does not contain any misrepresentation likely to affect the value or the market price of the securities to be 
distributed as required by the Securities Act (Quebec) and the regulation thereunder. 


WOOD GUNDY INC. DOMINION SECURITIES PITFIELD LIMITED 


(Signed) R. E. Venn (Signed) R. E. Lint 


The following includes the names of all persons or companies having an interest either directly or indirectly 
to the extent of not less than five percent in the capital of: 


WooD GUNDY INC: The Wood Gundy Corporation; and 


DOMINION SECURITIES PITFIELD LIMITED: None. 
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HIGHLIGHTS 


(Millions of Canadian dollars except per share items) 1991 1990 % change 
FINANCIAL 
SALES AND OTHER REVENUES $ 982.4 $1,047.4 — 6% 
CasH GENERATED FROM OPERATIONS $ 279.2 $ 356.1 —22% 
Net EARNINGS $ 44.1 G1 £2002 — 66% 
CapiTaL EXPENDITURES (including acquisitions) $ 283.1 Sw Api? — 40% 
PER ORDINARY SHARE 
Earnings —basic $ 0.49 $ 1.90 — 74% 
—fully diluted $ 60.49 SADC — 69% 
Cash flow — basic $ 64.41 oo Wy Sy72 2% 
—fully diluted Cis) aie) $ 64.14 ees, 
Dividends paid $ 0.60 BF O59 + 9% 
Market price — year-end 
Multiple voting $ 23.50 $25.25 = 7% 
Subordinate voting IPP A $ 22.88 O70 
OPERATING 
PRODUCTION 
Oil and gas liquids (thousands of barrels per day) 54.5 56.8 —4% 
Natural gas (millions of cubic feet per day) 251.2 247.5 + 1% 
AVERAGE PRICES RECEIVED 
Oil and gas liquids (per barrel) $ 18.85 $2365 = 20% 
Natural gas (per thousand cubic feet) Gi L57 $ 61.74 — 10% 
RESERVES 
Oil and gas liquids (mz/lions of barrels) 193.8 171.6 Hil 3% 
Natural gas (billions of cubic feet) 1,785 1,701 49% 
SALES OF PROPANE (millions of litres) 1,534.9 1455-0 + 13% 
SALES AND OTHER REVENUES ® Oil and gas 47% 


® Propane marketing 47% 
® Minerals 4% 


@ Investment and other 2% 


P 


OPERATING INCOME @ Oil and gas 63% 
® Propane marketing 18% 
® Minerals 19% 


REPORT TO SHAREHOLDERS 


For Norcen, 1991 was a year of considerable operating 
success. Drilling activity in Western Canada and the 
U.S. Gulf Coast region, together with property acqui- 
sitions, added significant volumes of both oil and 
gas to the Company’s reserves and production base. 
In the international arena, Norcen participated in two 
: promising oil discoveries 
Two on offshore from Malaysia, 
DISCOVERIES which have considerable 
potential for commercial 
ee development. Unfortunately 
these and other significant 


HAVE CONSIDER- 
accomplishments were 


ABLE DEVELOPMENT overshadowed by the effects 
of the recession and warm 
POTENTIAL.” 

winter weather patterns 
across North America, which combined to depress 
energy prices and weaken financial performance. 
NoORCEN’S RESPONSE 
TO THE Poor BUSINESS CONDITIONS 
Responding early in the year to the steady deteriora- 
tion in the business environment, Norcen took a num- 
ber of steps to protect the integrity of its operations, 
as well as to sharpen its competitive edge. Capital 
spending plans were cut back to levels more in line 
with reduced cash flow expectations. The focus of cap- 
ital spending shifted strongly towards oil prospects. 
Projects were prioritized to ensure that available funds 
were allocated primarily to low risk development 
opportunities with early cash flow potential. Addi- 
tional cost-cutting programs and measures to improve 
efficiency were introduced. The most significant of 
these initiatives was a 10 per cent reduction in staff 
levels in the Oil and Gas Division, which was accom- 


plished through a combination of enhanced early 


retirements and involuntary terminations. Other 


measures continue to be introduced to improve the 
Company’s operating performance. 

FINANCIAL RESULTS 

While Norcen fared better than many of its peers, due 
to its strong oil-based operations and healthy revenue 
streams from mineral resources and other corporate 
investments, both earnings and cash flow fell sharply 
from the record levels achieved a year earlier. 

Net earnings for 1991 amounted to $44.1 million 
compared to $129.2 million in 1990. Cash flow 
from operations at $279.2 million, was down from 
$356.1 million. Major factors contributing to the 
decline in Norcen’s financial performance included 
a 20 per cent drop in the Company’s average price 
for its crude oil and natural gas liquids production, 
and a 10 per cent drop in the average price for natural 
gas. Another significant factor was a sharp increase 
in the cost of doing business. Production, operations 
and administration expenses rose 13 per cent. These 
higher costs were cushioned to some extent by lower 
income taxes. 

The crude oil price decline in 1991 reflected the 
high oil prices received in the last half of 1990, follow- 
ing the Iraqi invasion of Kuwait. Those high prices 
eroded rapidly in mid-January 1991 in concert with 
the military offensive against Iraq. Looking ahead, the 
surplus crude oil supply capability overhanging world 
markets does not bode well for prices over the short 
term. Other uncertainties which are expected to influ- 
ence the price of oil are the level of crude oil exports 
from countries which comprised the former Soviet 
Union, and the pace of economic recovery in major 
industrialized countries. 

The serious deterioration in natural gas prices in 
1991 reflected the continuing surplus of gas delivera- 
bility that exists in North America. This excess supply 
situation was further exacerbated over the past year 
by weakness on the demand side, resulting from a com- 
bination of the recession and warm winter weather 
conditions. Until supply and demand volumes move 
closer into balance, little improvement can be antic- 


ipated from currently depressed price levels. 


OPERATING ACHIEVEMENTS 

Exploration and development progams, supplemented 
by property acquisitions, enabled the Company to 
more than replace reserves produced during the year. 
Noteworthy areas of drilling success, providing imme- 
diate additions to the Company’s crude oil production 
base, included Enchant and Golden in Alberta and 
Burns in Mississippi. 

In the Gulf of Mexico, development programs on 
Eugene Island Block 142 and West Cameron Block 69 
were also completed and placed on production. Close 
to year-end, a discovery was made on Eugene Island 
Block 162 in the Guif of Mexico. Testing of both the 
discovery well and a follow-up appraisal well is sched- 
uled for February, 1992. 

In total, exploration and development successes in 
North America added 10,000 barrels per day of crude 
oil and natural gas liquids and 63.5 million cubic feet 
per day of gas to the Company’s productive potential. 

Norcen’s efficient p pleiceon of its extensive and 
diverse asset base in Western Canada is a major corpo- 
rate strength, providing profitable investment oppor- 
tunities with minimal risk. In 1991, through a variety 
of small strategic acquisitons and property swaps the 

Company further enhanced 
Tue this valuable resource. In 
COMPANY MORE total, $28.9 million was 
spent on acquisitions, net 
THAN REPLACED ~ of dispositions in Western 


Canada, adding 1,800 bar- 
rels per day of oil and gas 


RESERVES 


PRODUCED DURING liquids and seven million 


cubic feet per day of gas to 
THE YEAR.” 

Norcen’s production base. 
The acquired properties also provided the potential for 
new prospects to be added to Norcen’s inventory of 
investment opportunities. 

In November, 1991, Norcen signed a letter of intent 

to acquire the U.S. oil and gas assets of PanCanadian 


Petroleum Company. Completion of this acquisition, 


anticipated in early 1992, would add 1,900 barrels per 


day of oil and gas liquids and 8.5 million cubic feet 
per day of gas to Norcen’s U.S. production base. 

The highlight of the international exploration 
program was three successful wells on block PM-3 
offshore from the Malaysia Peninsula. Two of these 
wells are being evaluated for development potential. 
In Australia’s Timor Sea, development of the Skua 
oil field was completed on schedule, with first produc- 
tion on stream in December, 1991. 

RESERVES REPLACEMENT 

The success of Norcen’s drilling activity in 1991 is 

not fully reflected in year-end reserves because no recog- 
nition is given to discoveries, such as those offshore 
Malaysia and on Eugene Island Block 162 in the 

Gulf of Mexico, which have yet to be evaluated for 
development purposes. Nevertheless, exploration and 
development success, supplemented by property acqui- 
sition, added 41.7 million barrels of oil and natural 
gas liquids and 177 billion cubic feet of gas to Norcen’s 
established reserves in 1991. In terms of reserves re- 
placement, these additions replaced 214 per cent of 
oil and gas liquids production and 190 per cent of 
natural gas production. 

OUTLOOK AND STRATEGIES 

Early in 1992, as energy prices continued to weaken, 
the Company revised its 1992 spending plans down- 
ward from an initially budgeted level of $259 million. 
The revised level of $208 million anticipates $185 mil- 
lion allocated to oil and gas programs and $23 million 
to propane marketing requirements. Of the planned 
outlays on oil and gas, $78 million will be directed 
towards exploration activity, $105 million to devel- 
opment programs and $2 million to other needs. In 
North America, the prime focus of both exploration 
and development activity will be on oil and natural gas 


liquids prospects in the Western Sedimentary Basin 


and in the U.S. Gulf Coast region. Internationally, the 
Company will be directing its emphasis to activity in 
the new core areas, including Malaysia, Indonesia and 
Argentina. Exploration in Australia will be reduced 
due to the lack of drilling success in recent years. 
While Norcen’s financial 
“ConceNTRATION , 
strategy requires that its 
ON PROJECTS capital budget be funded 


from operating cash flows, 
YIELDING EARLY é 
the Company’s consider- 
REVENUES able balance sheet strength 
will permit it to take ad- 
AND PAYOUT.” 
vantage of other attractive 
investment opportunities when they occur. 

In 1992, Norcen anticipates a highly competitive 
business environment for both oil and gas and propane 
marketing operations. As Norcen has little control 
over the competitive pricing of its production, it will 
concentrate on increasing production volumes, im- 
proving the quality mix of oil and gas, and improving 
its Operating cost structure. 

Norcen’s record of containing general and adminis- 
trative costs has been second to none among its peer 
group. Norcen also has had a history of strong produc- 
tion and reserves growth. In spite of these successes, 


however, the intensely competitive energy environ- 


ment will not allow for any complacency. To improve 


performance in all areas, Norcen’s 1992 investment 
and operating strategy will place emphasis on the 
following priorities: 

¢ Full and aggressive exploitation of Norcen’s leading 
technical position in land, exploration and production 
technology, wherever applicable; 

¢ Emphasis on improving the effectiveness of capital 
spending, particularly as it relates to the management 
of controllable risk; 

¢ Continued control of drilling and construction costs; 
¢ Concentration on projects which can yield early 
revenues and payout; 

¢ Upgrading the quality and volume of the Company’s 
asset base. 

Early in 1992, there are a few positive signs of 
improvement in the business environment — lower 
inflation, lower interest costs, and a lower Canadian 
dollar. In spite of these, Norcen expects the business 
environment to remain intensely competitive and 
will continue to direct its spending priorities towards 
maintaining and improving its position as a low-cost 
efficient producer. 

As the Company competes in a low-price, low- 
growth environment, it is depending on its employees 
for their continued dedication in support of these 
goals. Norcen recognizes and appreciates the contribu- 
tions made by its people to its past achievements 
and, with their continued commitment, looks forward 


to further success in the future. 


On behalf of the Board, 


Se spol 


B. D. Cochrane 
President and Chief Executive Officer 
February 19, 1992 
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Golden 

Inall drilling, aided by 
4-D seismic, added. close 
to 1,800 barrels per day 
to Norcen’s crude oil 
production rates over the 
1990/91 drilling season 


Decoy Devonian 

The major benefits from 
dtilling successes in the 
Deep Devonian are ex- 
pecced ro be realized over 
the medium to long term 


when gas prices improve 


knchant 

Successtul development 
of a new, pool discovery 
in the Sawtooch ‘forma- 
tion at Enchant was 4 
prized addition, toa pro 
gram which'has proved 
up im excess of two. oril- 
lion barrels of oil in the 
Nisku formation in each 


of the pase five years 


Horizontal Drilling 
Horizontal drilling suc 
cesses resulted in‘im 
proved production rates 
and lower operating costs 
at a number of heavy oil 


producing locations. 


UNitep STATES. 


Brevis 

Drilling at Burns added 
in excess of one million 
barrels of crude oi! to 
Norcen’s: reserves: Burns 
cal of the salt basin 
prospects the corapany is 


pursuing in Mississippi. 


Crab Lake 

Development of the Crab 
Lake gas' discovery was 
completed and on stream 
early in April L991 at 
7.8 million cubic feet of 


pas per day 


Eugene Island 

The hishlight of US 
activity in LOOP was the 
discovery of hydrocarbons 
on Bugené Island Block 
162, shortly after bring- 
ing production on stream 
in mid-year from the oil 
and gas discovery on 
Block 142. 


HOUSTON & 
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@ SouUTH AMERICA 


Exploration activity in 


Argentina in.1991 focused 


primarily on evaluation 
of the extensive land posi- 
tion assembled over the 


preceding two years. 


Faro Virgenes 

Early in 1992, Norcen 
completed the acquisi- 
tion of producing acreage 
at Faro Virgenes, With 
production potential of 
10 million cubic feet per 


day of gas, Faro Virgenes 


ranks as one of Norcen’s 
major gas producing 


properties, worldwide 


SOUTHEAST ASIA ® 


PM-3 
The high prospectivity of 


the PM-3 block was con- 


firmed with the discovery 


of hydrocarbons in each 


of the three wells drilled. 
Results from two of these 
wells indicated consider- 


abie potential for com 


mercial development. 


Brantas 


Extensive seismic gather 


ing and processing on 
the Brantas block is ‘cur 


rently ongoing. Prospect 


targets on the block rank 


as high as 250 million 
barrels of oil recoverable 
An exploration well is 


planned for one of the 


major structures in 1992 


OIL AND GAS 


Norcen’s prime operating objective is to secure strong 
and orderly growth in reserves and production. Major 
strategies include maximizing the value of the Com- 
pany’s extensive and diverse asset base in Western 
Canada and expanding the Company’s production base 
in the United States. Complementing these North 
American initiatives, Norcen aims to maintain a high 
level of crude oil production in the international 
arena, ideally accounting for at least 20 per cent of 
the Company’s total crude oil volumes. Over the 
short term, this goal is expected to be achieved 
through selective acquisitions. Over the medium 
term, the Company will be looking for success from 
wide-ranging exploration and development activity. 
Although generally accompanied by a higher level of 
risk, Norcen’s international program provides the 
potential for larger discoveries than can be anticipated 


from traditional producing areas in North America. 


At 1991 year-end, Norcen’s land holdings outside of 
North America extended to nine countries and com- 
prised an average 30 per cent interest in 31.7 million. 
gross acres. 

In 1991, operating income in the Oil and Gas 
Division amounted to $99.2 million, compared to 
$214.5 million in 1990. The main cause for the decline 
was lower oil and gas prices. Oil and gas liquids pro- 
duction at 54,533 barrels per day, was down four per 
cent, while gas volumes, at 251.2 million cubic feet 
per day, were up marginally. 

Capital expenditures on oil and gas activity amount- 
ed to $231.8 million, slightly below the record 
spending of $236.2 million in 1990. Norcen’s operat- 
ing strategy continued to direct the highest spending 
priority towards development opportunities in the 
Western Canadian Sedimentary Basin and the U.S. 


Gulf Coast region. 


OIL AND Gas LAND HOLDINGS 


(Thousands of acres) Developed Undeveloped 
Petroleum and natural gas leases Petroleum and natural gas leases Permits and licences 
Gross acres Net acres Gross acres Net acres Gross acres Net acres 
CANADA 
Alberta 2,664 1,143 See) 828 79 138 
British Columbia 198 44 193 76 47 4l 
Saskatchewan and 
Manitoba 186 94 307 144 
Arctic 269 8 2,398 279 
Beaufort Sea 142 22 5; 
Yukon 13 10 1,620 648 
East Coast Leis. Hees 176 15 1,196 894 
3,048 1,281 2,678 1, 103 5,443 2,000 
INTERNATIONAL 
United States 47 19 ato 212 
Australia 43] 48 5,032 1,486 
New Zealand 86 ligt 384 91 
Papua New Guinea 2,604 391 
Malaysia 1,451 290 
Argentina ] 9,309 3,850 
Chile 741 222 
Algeria BOLT 1,497 
Indonesia 8,283 1,657 
Egypt ae abies) 3/8, 7 
_ 479 67 465 229 31,164 9,491 
Toral 3,527 1,348 3,143 1,332 36,607 11,491 


The figures in the above table do not include overriding royalty interests held in 904,000 gross acres and net carried interests 


in approximately 80,000 gross (5,000 net) acres. 
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CANADA 


WESTERN CANADA 

Capital expenditures in Western 

Canada in 1991 amounted to 

~ $121.4 million with $61.1 million 
incurred on exploration activity 

and $60.3 million on development projects. 

Early in the year Deep Devonian gas prospects in 
west-central Alberta were a major component of the 
drilling program but this focus was sharply curtailed 
as gas prices deteriorated. Drilling on the play resulted 
in one oil and five gas discoveries of which two were 
cased for secondary zone potential. Numerous un- 
drilled Deep Devonian opportunities remained in 
Norcen’s prospect inventory at year-end. 

In oil exploration, Norcen continued to achieve 
success at Enchant in southern Alberta. For the fifth 
year in a row, exploration drilling in this area added in 
excess of two million barrels of oil to the Company’s 
reserves. In prior years, most of Norcen’s success came 
from discoveries in the Nisku formation but this 
mature exploration play is now being supplemented 
by discoveries in the Sawtooth formation. Development 
drilling on a Sawtooth pool discovered late in 1990 
added 2.2 million barrels of oil to reserves in 1991. 
Exploration and development programs are ongoing 
in this area. 

Due to Norcen’s extensive land position in Western 
Canada, development projects are widespread and 
numerous. Of the more important programs under- 
taken in 1991, a successful five-well drilling program at 
Golden in north-central Alberta was particularly note- 
worthy. These five wells represented the continuation 
of an infill drilling program on existing producing 
acreage which began with four successful wells late in 
1990. Norcen’s share of incremental production result- 
ing from 1991 drilling activity amounted to 940 bar- 


rels of oil per day. The use of 3-D seismic imaging to 
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optimize drilling locations was a key factor in the 
success of the Golden project. 

Another area in which improved technology is 
contributing to development success is in the various 
applications of horizontal drilling. The following 
table, summarizing the more important horizontal 
drilling activity undertaken by Norcen in 1991, 
provides an indication of the benefits which can be 


achieved from this improving technology: 


Significant Horizontal Drilling Activity 


Working Production 
Interest (%) Gains (b/d) 


Drilling 


Justification 


Hayter (3 wells) SoD PANS) Water coning 
Brazeau River (1 well) 75) 210 Gas coning 
Tatagwa (1 well) 100.0 150 Vertical fractures 
Bodo (1 well) Sia 150 High sand cuts 
Cadogan (1 well) 50.0 50 Underlying 

water zone 


Supplementing the Company’s ongoing exploration 
and development efforts, Norcen’s engineers continued 
to rationalize and enhance the Company’s asset base 
through acquisition and disposition of properties. At 
the present time, there is an abundance of oil and 
gas assets available for purchase in Western Canada but 
few buyers with the financial capacity to capitalize on 
these opportunities. In 1991, Norcen spent $28.9 mil- 
lion on acquisitions, net of dispositions. This com- 
pares with $31.6 million in 1990. The net outlays in 
1991 resulted in the addition of 6.6 million barrels of 
oil and gas liquids and 16 billion cubic feet of gas to 
Norcen’s reserves, and 1,800 barrels per day of oil and 
gas liquids and seven million cubic feet per day of gas 
to the Company’s productive capacity. Also of impor- 
tance, the acquired properties provided numerous 
exploration and development opportunities, thereby 
adding to the Company’s prospect inventory. 
CANADIAN FRONTIER 
Offshore Canada’s East Coast, Norcen has interests in 
several discoveries including Whiterose, Ben Nevis, 
Terra Nova and Hebron, all located within 50 miles of 


the giant Hibernia oil field, which is currently under 


development by others. While Norcen has no imme- 20 per cent interest in the reserves associated with the 


diate plans for development of Whiterose, Ben Nevis proposed development. 

or Terra Nova, consideration is being given to the . Offshore from the west coast of Newfoundland, 
possibility of further delineation drilling and subse- Norcen has acquired a 50 per cent interest in two 
quent development of the Hebron discovery. If this work permits and a 100 per cent interest in another 
should proceed in 1992, initial field production, at permit. In 1991, exploration activity focused on 

an estimated 50,000 barrels per day, could be antici- obtaining seismic data. Additional seismic gathering 
pated as early as 1996. Norcen has an approximate is planned for 1992. 


1991 PRODUCTIVE POTENTIAL INCREASES — CANADA 


Norcen Share (%) Productive Potential” Comments and Future Activity 
CONVENTIONAL OIL AND NGL 
Golden to 100.0 940 b/d Additional drilling in 1992. 
Enchant (Sawtooth) to 100.0 910 b/d Additional drilling in 1992. 
Enchant (Nisku) to 100.0 605 b/d Additional drilling in 1992. 
Windfall West 100.0 470 b/d 
Seal 100.0 375 b/d Additional drilling in 1992. 
Others to 100.0 5,440 b/d Additional drilling in 1992. 
Total 8,740 b/d 
HEAvy OIL 
Hayter (horizontal wells) S71 215 b/d Additional drilling in 1992. 
Lindbergh 100.0 185 b/d ' Infill drilling. 
Bodo (horizontal wells) 78.1 150 b/d Additional drilling in 1992. 
Others to 56.3 100 b/d 
Total 650 b/d 
NATURAL GAS 
Chinchaga to 56.1 9.3 mmcf/d 
Pouce Coupe 100.0 7.0 mmcf/d 
Kaybob South . to 100.0 5.2 mmef/d 
Fir aeyAl 5.0 mmcf/d 
Normandville 40.0 4.9 mmcf/d 
Others 32.1 mmcf/d 
Total 63.5 mmef/d 


‘’Norcen’s share of estimated incremental productive potential, before royalties, arising from 1991 activity. Productive potential 
reflects capacity to produce, adjusted in some cases for production regulations and actual or estimated contract sales. Actual 


production from these properties may vary, depending on market conditions, pipeline constraints and other factors. 
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UNITED STATES 


In 1991, Norcen continued to focus 


its U.S. operations on the Gulf 

@ Coast region and, through explo- 
ration and development success, 
achieved further progress towards 
establishing a significant production base in the area. 

Operating highlights included development of the 
1990 oil and gas discovery on Eugene Island Block 142, 
offshore from Louisiana. First production from the 
project came on stream early in July and flow rates 
over the remainder of the year averaged approximately 
3,400 barrels of oil and 11.0 million cubic feet of gas 
per day. Norcen holds a 60 per cent interest in pro- 
duction from Eugene Island 142. Continuing explora- 
tion in this region has resulted in another discovery, 
this time on Eugene Island Block 162. The discovery 
well, drilled during the fall of 1991, was immediately 
followed by a second well, directionally drilled from 
the same rig location. The second well reached target 
depth early in February, 1992. Electric log analysis 
has indicated continuity of a number of hydrocarbon 
bearing zones in the two wells. An extended testing 
program of these formations is expected to be com- 
pleted by the end of the first quarter of 1992. 

Also offshore Louisiana, development of the 1990 
gas discovery on West Cameron Block 69 was com- 
pleted with initial production on stream early in 
August. Stabilized flow rates averaged 3.0 million 
cubic feet per day of gas and 125 barrels per day of 
condensate. Norcen has a 40 per cent interest in West 
Cameron Block 69. 

Onshore activity continued to focus primarily on 
interior salt basin prospects in Mississippi. The princi- 
pal success in 1991 was at Burns where two successful 
development wells added approximately 600 barrels 
of oil per day to Norcen’s productive capacity. A third 
well was drilling at year end and plans include addi- 
tional drilling on this prospect. 

In Louisiana, development of the 1990 Crab Lake 
gas discovery was completed and on stream early in 
April, 1991. 

Through property acquisition, farmin arrangements 


and participation in federal offshore lease sales, 


the Company continued to add to its U.S. land position 
in 1991. In the Gulf of Mexico, Norcen’s year-end 
holdings averaged 62 per cent in 44 blocks comprising 
206,000 gross (123,000 net) acres. 

Late in 1991, Norcen signed a letter of intent to 
purchase the U.S. oil and gas assets of PanCanadian 
Petroleum Company for U.S. $39.0 million. Progress 
towards completion of the purchase was ongoing early 
in the first quarter of 1992. The acquisition is expected 
to add four million barrels of oil and gas liquids and 
36 billion cubic feet of gas to Norcen’s U.S. reserves. 
Current production rates from these properties are ap- 
proximately 1,900 barrels per day of oil and gas liquids 
and 8.5 million cubic feet per day of natural gas. 

The Company’s 1992 exploration program antici- 
pates additional drilling on oil prospects in Mississippi 
and participation in up to three wildcat wells offshore 
in the Gulf of Mexico. Development projects include 


follow-up drilling at Burns and Laurel. 


SOUTH PACIFIC 


rT a AUSTRALIA 
us 
Ar 


BG 
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) The only event of significance for 


| Norcen in Australia in 1991 was 


the successful development of the 
Skua oil field in the Timor Sea. 
The program included the drilling of three produc- 
tion wells and installation of a floating production 
facility. Initial production came on stream at the rate 
of 15,000 barrels per day in December. Norcen has 

a five per cent interest in Skua. 

At year-end 1991, the Company’s exploratory land 
position in Australia comprised interests ranging from 
five per cent to 38 per cent in five permits, covering 
3.3, million gross (0.6 million net) acres in the Timor 
Sea, interests in two permits covering 0.5 million 
gross (0.3 million net) acres in the Dampier Basin and 
a 40 per cent interest in a 1.3 million gross acre per- 
mit in the Perth Basin. The Dampier and Perth Basins 
are both located offshore from Australia’s west coast. 

Exploration activity in Australia again focused 


primarily on prospects in the Timor Sea, but none of 


the six wells drilled in this region encountered com- 
mercial hydrocarbons. In view of the continued lack 
of success in Australia in recent years, the Company 
has phased down its exploration effort and plans to 
limit future drilling to commitment wells. The 1991 
program includes three wells in the Timor Sea, all 

of which are located close to the Company’s existing 
production facilities at Jabiru and Challis. 

New ZEALAND 

Norcen holds interests in one offshore exploration per- 
mit, covering 294,000 gross (74,000 net) acres and 
one onshore permit covering 89,000 gross (18,000 net) 
acres in the Taranaki Basin, located on the west coast 
of New Zealand’s North Island. Interests are also held 
in two production licences comprising 86,000 gross 
(17,000 net) acres surrounding oil and gas discoveries 
at Kupe South and Toru. As the result of an intensive 
gas marketing campaign in 1991, a number of poten- 
tial purchasers for the Kupe South gas have been iden- 
tified. No further development of these discoveries 

is planned, however, until a formal gas sales contract 


is in place. 


SOUTH AMERICA 


. ARGENTINA 
€ Gy, \ During 1991, Norcen expanded 
4 , | | its position in Argentina with the 
\ ’ 4 acquisition of a 50 per cent inter- 
est in an additional onshore block. 
Year-end land holdings in Argentina comprised inter- 
ests ranging from 30 to 50 per cent in four onshore 
blocks and a 30 per cent interest in an offshore block. 

Early in 1992, arrangements were being finalized 
to acquire a 20 per cent interest in the 20,700 acre 
Faro Virgenes block, located in southern Argentina. 
The closing and effective date of the transaction is 
expected to be in February, 1992. Reserves being ac- 
quired are estimated at 46 billion cubic feet of gas and 
62,000 barrels of oil and condensate. The acquisition 
is expected to add 114 barrels per day of oil and gas 
liquids and 8.4 million cubic feet per day of gas to 


Norcen’s production base in Argentina. 


The 1991 exploration program included initial 
evaluation of acreage acquired in 1990 and the drilling 
of the Company’s first well in Argentina. The well, 
drilled on the Nacunan block, was dry and abandoned 
but Norcen’s operatorship of the drilling program pro- 


vided valuable insight into the operating environment 


_ in Argentina. Plans for 1992 include the drilling of two 


exploratory wells, one onshore and the other offshore. 
CHILE 

In Chile, the Company holds a 30 per cent interest in 
the 0.7 million acre Salar de Pedernales block. Earlier 
plans to drill a well on this block in 1991 were de- 
ferred pending acquisition of additional seismic. Due 
to ongoing delays in securing this data, the planned 


well is not now anticipated before 1993. 


SOUTHEAST ASIA 


MALAYSIA 

The major success of Norcen’s 
international program in 1991 was 
the discovery of hydrocarbons in 
each of the three wells drilled on 
the 1.5 million acre PM-3 block offshore from the 
Malaysia Peninsula. The Bunga Orkid well tested 

at combined rates of 4,400 barrels per day of oil and 
condensate and 14.0 million cubic feet per day of gas 
from two zones. The Bunga Raya well tested at rates 
of 5,700 barrels per day of oil and condensate and 
41.6 million cubic feet per day of natural gas. The 
Bunga Pakma well, which tested mainly gas, was 
plugged and abandoned as a non-commercial prospect. 
The development potential of Bunga Orkid and 
Bunga Raya is under study for development of gas as 
well as oil, as Malaysia is rapidly expanding its inter- 
nal use and foreign sales of natural gas. The increased 
emphasis being directed towards development of the 


country’s natural gas resource base by the Malaysian 


government has caused Norcen and its joint venture 
partners to re-examine gas prone prospects on the 
PM-3 block. Tentative plans for 1992 include follow-up 
drilling at Bunga Orkid and two exploration wells 

on untested structures. 

INDONESIA 

Early in 1991, Norcen acquired interests in two 
blocks in Indonesia covering a total 8.3 million gross 
(1.7 million net) acres. One of the blocks, the Brantas 
block, is located in a proven hydrocarbon region, on 
and offshore the island of Java. This block offers con- 
siderable and immediate exploration potential. The 
other block located on Kalimantan is primarily a 
grassroots exploration prospect. Accomplishments on 
the Brantas block in 1991 included onshore field geo- 
logical studies and major onshore and offshore seismic 
acquisition and processing. Four play types, offering 
potential for giant size oil and gas accumulations, 
have been developed and specific drilling prospects are 
being defined. Following recent discoveries in sur- 
rounding areas, a major gas pipeline is currently being 
scheduled for construction along the northern border 
of the block. When in place, this pipeline should 
increase the viability of gas production on the Brantas 


block. Plans for 1992 include additional, extensive 


seismic work both on and offshore and the drilling of 


at least one deep well on the block. 


NORTH AFRICA 


EGYPT 
Offshore Egypt in the Gulf of Suez, 


the first of two appraisal wells 


being drilled on a previously 


proven hydrocarbon column on the 
Hareed block was abandoned early in 1992. While 

no hydrocarbons were encountered, valuable geologi- 
cal data was gathered which helped to confirm the 
location of the second well which began drilling in 
mid-January. Full results of the drilling program are 
not anticipated until March, 1992. Norcen holds 

a 20 per cent interest in the Hareed block. 

ALGERIA 

Late in 1991, Norcen acquired a 45 per cent interest 
in the 3.3 million acre Mehaiguene block in northern 
Algeria. This block lies alongside the giant Hassi R’Mel 
oil and gas field. As the result of recent political de- 
velopments in Algeria, plans to carry out an extensive 
seismic program on the block in 1992 are currently 


under review. 


1991 DRILLING STATISTICS 


Oil Gas Dry Total 
Gross Net Gross Net Gross Net Gross Net 
WESTERN CANADA 
Exploration 12 Hee) 8 4.7 19 13:5, ay) 
Development Ot 38.4 25 ee 16 6.1 129 
103 orl 33 12.0 2 19.6 168 713 
UNITED STATES "Oe ihe Ton FSS, oii aes ha 
Exploration i 0.4 1 0.6 12 7.4 14 8.4 
Development 4 2.0 4 2.0 
3 ey Lie 0.6 vio ce M8 10.4 
INTERNATIONAL ald a 7s SAP ‘mal a sit wre 
Exploration 2. 0.4 l 0.2 8 1.8 11 2.4 
Development 3 OrZ 3 0.2 
eS 0.6 el He as 1.8 14 2.6 
Total wells drilled 1B 48.7 35 12.8 ey 28.8 200 90.3 


The figures in the above table do not include farm-outs by Norcen to others, which resulted in 11 oil, 20 gas and 15 dry and 
abandoned wells. Of these, 36 were drilled in Canada, 9 in the U.S. and one in Australia. 
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PRODUCTION AND MARKETING 


CRUDE OIL AND 
Ny NATURAL GAS LIQUIDS 


Norcen’s crude oil and natural gas 


liquids production from all sources 
averaged 54,533 barrels per day 

in 1991, down four per cent from the record setting 
56,762 barrels per day achieved in the preceding year. 
The shortfall reflected conventional crude oil gains 

in Canada and the U.S. being more than offset by a 
decline in Australia. The gain in Canada would have 
been greater except for production cutbacks resulting 
from capacity constraints on the Interprovincial Pipe- 
line system for most of the year. Some easing of this 
situation is expected by mid- 1992 when a currently 
ongoing hydrostatic testing program is scheduled to be 
completed. Another factor impeding the Company’s 


production growth was a deterioration in heavy oil 


prices which caused the Company to cut back its heavy 
oil production by an average of 753 barrels per day. 

The market for Canadian heavy and medium sour © 
crudes in general remained weak throughout 1991 and 
into early 1992 resulting in exceptionally wide price 
differentials relative to the price for light sweet crude. 
Some easing of this problem may occur later in 1992 
when the new bi-provincial heavy oil upgrader in 
Saskatchewan comes on stream and additional heavy 
oil refining capacity at Conoco Inc.’s refinery at Billings, 
Montana, becomes available. 

In Australia, the Jabiru field was shut down for 
almost five months, while the floating production sys- 
tem was in drydock undergoing refit and repair. As 
a result, Norcen’s share of production from Jabiru in 
1991 averaged 3,372 barrels per day, down from 
6,642 barrels per day in the previous year. 


In the U.S., Norcen’s production of crude oil and 


OIL AND GAS LIQUIDS PRODUCTION 


(Barrels per day before royalties) 1991 1990 1991 1990 
ALBERTA SASKATCHEWAN & MANITOBA 
West Pembina 5,389 6,715 Colgate 422 510 
Lindbergh 3,784 4,196 Tatagwa 358 409 
Pembina 2,207 2,198 Royalty Interests 459 443 
Golden 1,806 841 Other 1,243 1,320 
Provost/Bodo 1,720 2,216 2,482 2,682 
Harmattan 1,696 1,540 BRITISH COLUMBIA 
Enchant/Hays 1,608 1,105 West Eagle 683 763 
Countess/Lathom 1207 1,367 Peejay 134 171 
Taber North 1,150 1,145 Other 104 72 
Spirit River 1,107 1,001 921 1,006 
Snipe Lake 985 801 UNITED STATES 
Wayne-Rosedale/Wintering Hills 976 1,090 Eugene Island 1,015 
Evi 948 749 Laurel 301 492 
Cherhill 902 963 Ellisville 247 
Stettler 792 718 Other oT 92a 
Chinchaga 698 392 2,520 ees by 
Other 10,876 10,197 AUSTRALIA 
Synthetic Crude 2,345 2,629 Jabiru By ne 6,642 
Processing Liquids 928 1,366 Challis 4,065 3,786 
41,134 41,229 Skua 39 
7,476 10,428 
Total 54,533 56,762 
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natural gas liquids increased to 2,520 barrels per day 
from 1,417 barrels per day in 1990, reflecting the 
success of exploration and development programs in 
the Gulf Coast region over the past two years. 

For 1992, Norcen is forecasting an improvement 
in its crude oil and natural gas liquids production to 
the 57,900 barrels per day level with the gain reflect- 
ing recent development successes in Canada and antic- 
ipated completion of the acquisition of PanCanadian 
Petroleum’s U.S. oil and gas assets early in the year. 

The average price realized by Norcen for its oil and 
natural gas liquids production in 1991 was $18.85 per 
barrel, down from $23.65 per barrel in 1990. The rela- 
tively high average price received in 1990 was mainly the 
result of exceptional price rises which occurred follow- 
ing the August 2, 1990 Iraqi invasion of Kuwait. These 
high prices evaporated rapidly in mid-January 1991, with 


the beginning of the military offensive against Iraq. 


NATURAL GAS 

Norcen’s production of natural gas rose to a record 
251.2 million cubic feet per day in 1991, up from 
247.5 million cubic feet per day a year earlier. In 
Canada, increased volumes taken by Progas Limited 
under contractual arrangements initiated in 1990, offset 
lower volumes taken by other major buyers. In the 
U.S., gas production climbed 24 per cent to 30.3 mil- 
lion cubic feet per day, again reflecting new production 
coming on stream from drilling successes. 

In 1992, the Company expects further production 
gains, with Canadian volumes increasing to 230 million 
cubic feet per day and U.S. volumes forecast to rise 
to 35 million cubic feet per day. In addition, 11 mil- 
lion cubic feet per day of gas production is anticipated 
from Argentina. 

The average price realized by Norcen for its 


Canadian natural gas production in 1991 declined to 


NATURAL GAS PRODUCTION 


(Millions of cubic feet per day before royalties) 1991 1990 1991 1990 
ALBERTA BRITISH COLUMBIA 
Harmattan 25) 19.0 Jedney 6.9 8.0 
West Pembina 11.8 10.4 Sikanni 3.8 0.8 
Chinchaga 10.9 6.2 Royalty Interests 5.4 aay 
Wildcat Hills 10.4 10.8 Other 1 ae2 We 
Minnehik-Buck Lake 9.8 14.5 20.3 16.2 
Wintering Hills 8.5 lee SASKATCHEWAN 
Hoadley 6.1 9.9 Beacon Hill 2.4 3.9 
Cherhill pap 4.7 Hatton 17, ina 
Ghost Pine 4.8 3:3 Other 10:8 more 
Hairy Hill 4.1 4.7 4.9 haeals 
Boyer 4.0 6.2 UNITED STATES vie es 
Verger 3.9 4.8 Bayou Vermilion 13.7 9.4 
Pembina 3.5 3.6 Paige Lake 5.5 Fear 
Majorville a)oll 3.8 Brazos Ze2 0.9 
Beauvallon 3.0 3.0 Eugene Island 3.2 
Crossfield 3.0 4.2 Other Gul, ee} 
Other 77.6 81.0 30.3 i245 
195.7 201.2 Total 251.2 247.5 
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$1.49 per thousand cubic feet, from $1.67 per thousand 


cubic feet in 1990. For natural gas produced in the 


U.S., Norcen realized an average U.S. $1.89 per thou- 


sand cubic feet, down from U.S. $2.03 per thousand 


cubic feet in the previous year. The price declines 


reflected the surplus of Canadian and U.S. gas deliver- 


ability overhanging North American markets. 


TRANSMISSION AND DISTRIBUTION 


In the Edmonton area of Alberta, Norcen owns and 


operates a natural gas system comprising natural gas 


processing plants at Fort Saskatchewan and Carbondale, 


and more than 550 miles of gathering and distribu- 


In 1991, Norcen again more than replaced produced reserves from exploration and development success, aug- 


tion pipelines. In 1992, Norcen plans to expand this 
gas system through the construction of a 20-mile pipe- 
line to tie in additional Company-owned and third 
party reserves in the Golden Spike area. 

Natural gas volumes sold through the system in 
1991 averaged 51.7 million cubic feet per day, com- 
pared to 55.2 million cubic feet per day in 1990. 

Norcen also owns and operates crude oil gather- 
ing and transmission pipelines in Western Canada. 
Shipments through this system in 1991 averaged 
76,200 barrels per day, compared to 77,900 barrels 


per day in the previous year. 


mented by producing property acquisition. The following table illustrates the changes in Norcen’s established 


reserves in 1991. 


ESTABLISHED RESERVES‘” 


Crude Oil and Natural Gas Liquids Natural Gas 
(Millions of barrels) (Billions of cubic feet) 
United Inter- United Inter- 
Canada States national Total Canada States national Total 
Reserves, January 1, 1991 153.0 6.9 uy 171.6 1545 154 2 1701 
Revisions of previous estimates 3.8 (0.1) (0.8) 2.9 56 (9) 4 Sul 
Purchase of reserves in place 6.) 19.0 79 5) 16 17 33 
Extensions, discoveries and 
other additions Dex al 13.3 D8) a2 
Production (15.9) (0.9) (2.8) C9) (81) (11) (1) (93) 
Reserves, December 31, 1991 (59:6) G00 8.2 193.8 16299 iat 5.) ae 


“Established reserves comprise proved reserves plus risk-adjusted probable additional reserves which have been adjusted down- 


ward by 50 per cent, and 70 per cent in the case of certain heavy oil reserves, to reflect uncertainty as to volume estimates 


and recovery factors. 


18 


PROPANE MARKETING 


Norcen’s wholly-owned subsidiary, 
Superior Propane Inc., distributes 
propane across Canada and the 


U.S. midwest for residential, com- 


mercial, industrial, agricultural 
and automotive use. With Canadian propane sales of 
1.1 billion litres in 1991, representing an estimated 
40 per cent of the domestic retail market, Superior 
ranks as the country’s leading marketer of propane, 
propane-consuming products and related services. In 
the U.S., Superior’s marketing operations are carried 
on by its wholly-owned subsidiary, Skelgas Propane, 
Inc. Operating in 10 midwestern states, Skelgas’ pro- 
pane sales in 1991 totalled approximately 426 million 
litres. Superior’s combined Canadian and U.S. sales 
position the Company as one of the top five retail mar- 
keters in North America. 

Superior’s wholly-owned subsidiary, ETI Energy Trans- 
portation Inc., provides Superior with transportation 
and propane procurement services. ETI has a fleet of 
65 cargoliners and over 250 owned or leased railcars. 

Operating income from propane marketing operations 
in 1991 was $29.3 million, compared to $33.4 mil- 
lion in the previous year. The decline reflected reduced 
sales volume in both Canada and the U.S., resulting 
from warm weather patterns during the winter heating 
season and the continuing effects of the recession. In 
Ontario and Quebec, where Superior is a major pro- 
pane supplier, the commercial, construction, forklift 
and auto propane sectors of the market were hit parti- 
cularly hard by the recession. Another factor affecting 
U.S. propane sales was near drought conditions in 
the midwest during the summer, which reduced crop 
drying demand for propane. 

The decline in operating income was cushioned to 


some degree by an ongoing program of cost reduction, 
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both as regards operating activities and general and 
administrative expense. In the U.S., this process was 
accompanied by a general restructuring of the newly- 
acquired Skelgas operation. A U.S. head office was 
established in the Chicago area and the fertilizer oper- 
ations acquired with the purchase of Skelgas were 
sold. Progress also was achieved in rationalizing and 
streamlining the U.S. field organization, sales force 
and branch network. Fourteen Skelgas branches were 
swapped for nine of another U.S. retailer, providing 
increased propane throughput at the remaining branches 
and contributing further to operating efficiencies. 
The overall process of decentralization and automa- 
tion of the U.S. network is expected to be completed 
during 1992. 

Superior’s plans for 1992 also include an examina- 
tion of the fundamentals of how it does business, with 
an emphasis on expense reduction at all levels of the 
organization. The cost structure will be lowered to 
a level consistent with reduced volumes which have 
resulted from the economic downturn. Further ration- 
alization of the Canadian and U.S. operations will be 
made. The Propane Marketing Division will continue 
to pursue strategic initiatives and expansion plans to 
position itself as the leading propane marketer in 


North America. 


PROPANE MARKETING 
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MINERAL RESOURCES 


Norcen’s Mineral Resources Division 


consists of its 100 per cent owner- 
\ ship interest in Labrador Mining 
and Exploration Company Limited, 
which holds iron ore and other re- 
source assets, principally an 11 per cent equity interest 
in Iron Ore Company of Canada (“IOC”) and a royalty 
interest in IOC iron ore sales. 

Operating income from minerals operations in 1991 
amounted to $29.6 million, virtually unchanged from 
the $30.3 million achieved in 1990. While IOC’s ore 
sales in 1991 increased to 15.3 million tonnes from 
14.5 million tonnes a year earlier, the average price 
of ores sold declined to U.S. $28.93 per tonne from 
U.S. $29.78 per tonne in 1990. 

Due to the general economic slowdown in the steel 
industry, both royalty and dividend income from IOC 


are expected to be lower in 1992. 


CORPORATE RESPONSIBILITIES 


THE ENVIRONMENT 

Compliance with government regulation and industry 
standards is the cornerstone of Norcen’s environmental 
code of practice. By addressing environmental consid- 
erations in all aspects of business planning, together 
with regular environmental audits of major Company- 
operated facilities, the Company strives for full com- 
pliance in all of its activities. 

During 1991, audits were carried out at 31 loca- 
tions. The goal of the program is to audit all Norcen- 
operated facilities at least every three years. 

Other environmental protection activities included 


the development of a comprehensive computer-based 
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system to monitor atmospheric emissions from oper- 
ated facilities, and participation in a variety of oil spill 
research and development programs. Norcen recog- 
nizes its commitment to the environment as a business 
priority which must be maintained even during diffi- 
cult economic times. 

NorceEN IN THE COMMUNITY 

In 1991, Norcen completed the first year of a three- 
year household toxic roundup program in 24 Alberta 
communities where the Company has employees and 
operations. Norcen’s funding of this project resulted 
in the collection and disposal of over 375 barrels of 
household toxic waste. 

Another major project saw the completion of an 
extensive community relations training program for 
over 450 of Norcen’s field and Calgary office staff. The 
program endeavored to establish consistent commu- 
nity relations practices in those communities where 
the Company operates. 

Norcen’s donation budget continued to provide 
financial support to a variety of non-profit organiza- 
tions in communities across Canada. Total donations 
to programs in 1991 amounted to more than $774,000 
and included a new emphasis in education including 
a partnership with the Clarence Sansom School in 
Calgary. Close to 100 employees volunteered to assist 
with the partnership. 

Norcen’s four-year commitment to the Canadian 
Association of Gerontology was completed in 1991, and 
the research and fellowships program was renewed for 


a further three years. 


Wildcat blowouts showering black rain are part of the lore from the 

industry's romantic past. A gambler’s hunch rewarded by the fortunes of 
chance. Today, otl fue ave anything but blind luck. Recovering 

. hydrocarbons from the earth is a carefully calculated business, requiring 


ingenuity, documented research, scientific interpretation and economic 


savvy. Frontier wildcats are more the exception than the rule. Engineer- 


ine acumen focuses on maximizing existing assets by tapping the 


ce : full potential of known reserves. Sophisticated geophysical instruments 


are helping to discover new reservoirs in old oil fields, and enhanced 


a : recovery methods are extending the productive life of operating wells. 
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HowEVER PRECISE 
THE GEOPHYSICAL 
MEASUREMENTS 
AND VAST THE 
DOCUMENTATION, 
ALL EVIDENCE IS 
CIRCUMSTANTIAL, 
AND THE PRESENCE 
OF OIL CAN ONLY 
BE CONFIRMED BY 
DRILLING TO THE 
TARGET “PAY ZONE” 


IN THE EARTH. 
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Oit CONCEPTS BEGIN 


WITH A SEISMIC 


ANOMALY SUGGESTING 


THE EXISTENCE OF 


AN OIL-BEARING “TRAP” 


UNDERGROUND, BUT 


BEFORE A “PLAY” IS 


PUT IN MOTION, 


ENGINEERS WEIGH ITS 


POTENTIAL AGAINST 


THE COST OF BRINGING 


ITS VOLUMES ON- 


STREAM AND GETTING 


THEM TO MARKET. 


Every CLUE IS USED IN 
THE DRILLING PROCESS 
TO DETECT HYDROCARBONS. 
THE WEIGHT INDICATOR 
TELLS DRILLERS THEIR 
PENETRATION RATE; 
FASTER RATES COULD 

MEAN POROUS MATERIALS 
CONTAINING OIL OR 

GAS. EVEN ROCKS 

GROUND UP BY THE DRILL 
BIT AND MUD ARE 
EXAMINED FOR SIGNS 


OF HYDROCARBONS. 


Like FILLING INA 
PICTURE BETWEEN THE. 
DOTS, THE EXPLOITA- 
TION TEAM EXAMINES 
WELL DATA AND 

CORE SAMPLES FROM 
EXISTING OIL FIELDS 
TO FORM ASSUMP.- 
TIONS ABOUT WHETHER: 
MORE DEPOSITS LIE 
BEYOND THE EDGES OF 
POOLS OR BETWEEN 


EXISTING WELLS. 
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Drittine 

CONTINUES AROUND- 
THE-CLOCK EVEN 
WHEN TEMPERATURES 
PLUMMET TO -40°F., 
FORCING CREWMEN TO 
CLAMBER OVER THE 
RIG TO THAW OUT 
FROZEN PIPES WITH 


HOT STEAM. 
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LikE GEOLOGICAL 
FINGERPRINTS, WELL 
LOGS REVEAL THE 

TYPE AND POROSITY 

OF ROCKS, THE 
PRESENCE OF FLUIDS 
AND THE “LAY OF 

THE LAND” WITHIN 

THE EARTH'S CRUST, 
SO ENGINEERS CAN 
SELECT THE BEST SPOT 
TO TAP INTO AN 


OIL-BEARING ZONE. 


ECONOMIC REALITIES 
SOMETIMES MAKE 
WORKING AN ISOLATED 
WELL SITE NOT 

WORTH THE EFFORT. 
ACQUISITION AND 
DIVESTITURE ENGINEERS 
LOOK FOR WAYS TO 
OPTIMIZE THE ASSET 
BASE BY DETERMIN- 
ING WHICH PROPERTIES 
SHOULD BE BOUGHT, 


SOLD OR TRADED. 
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DRILLERS SAY 
SIMPLY THEIR JOB IS 
TO “DIG A HOLE” —A 
HOLE THAT PENETRATES 
THOUSANDS OF FEET 
BENEATH THE GROUND, 
INTERSECTING HORIZON 
AFTER HORIZON OF 
ANCIENT DOMES AND 
BURIED SEAS, IN QUEST 


OF HYDROCARBONS. 
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THe MIXTURE OF OIL, 
NATURAL GAS AND 
SALT WATER FROM A 
WELL MUST BE 

PIPED TO A BATTERY 
SITE WHERE THE 
HYDROCARBONS ARE 
EXTRACTED AND PRO- 
CESSED INTO TRANS- 


PORTABLE PRODUCTS. 


REFERRING TO 3-D 
SEISMIC MAPS, DEVEL- 
OPMENT ENGINEERS 
ASSESS THE SIZE OF 
THE POOL, TYPE 

AND VALUE OF THE 
RESERVE, AND MOST 
COST-EFFECTIVE 
DRILLING PROGRAM 


TO MAXIMIZE PRO- 


DUCTION AND RECOVERY 


OF TRAPPED OIL. 
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As DRILLING 
PROCEEDS, THE 
EARTH UNRAVELS 
ITS STORY IN 
LAYER UPON LAYER — 
A DRAMA THAT. 
SPANS BILLIONS 

OF YEARS AND 
PROVIDES CLUES TO 
THE ORIGIN AND 
EVOLUTION OF LIFE 


ON THE PLANET. 
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DRILLERS: SPEAK 

A LANGUAGE OF THEIR 

OWN. ROUGHNECKS 

WORK THE RIG FLOOR, 

STABBING JOINTS ONTO 
THE DRILL STRING, 


USING DOPE TO LUBRI- . 


CATE THE PIPE THREADS 
AND MUD TO WEIGHT 
THE HOLE AS THEY DIG 


TOWARD THE SWEET 


SPOT IN THE EARTH. 


IMPROVED WELL 
COMPLETION 
TECHNIQUES HELP 
EXTRACT MORE 

OIL BY DISSOLVING 
OR FRACTURING 
ROCK FORMATIONS 
TO ENHANCE 
PERMEABILITY SO 
HYDROCARBONS CAN 
FLOW MORE FREELY 


TO THE SURFACE. 
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ENGINEERS MONITOR 


EACH OPERATING 
WELL SITE THROUGH- 
OUT ITS PRODUCING 


YEARS, DEVELOPING 


UPDATED PRODUCTION 


STRATEGIES TO 


OPTIMIZE RECOVERY 


AND EXTEND THE 


ECONOMIC VALUE OF 


THE RESERVE. 
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Today's high costs and inherent risks of alene for oil leave little 
room for one-shot anomalies and sites that offer faint hope of producing : | 
commercial quan of gas or oul. The decision to move the play 
and ee drilling must be based on economic equations. Engineers are : 
using new technologies to increase well production and maximize a 
aa so that wells considered marginal a few years ago avenow 
pee profitable. Bright prospects for the future lie in “our own 
front yard.” Oil fields are being revisited with more sophisticated 
subneies and a greater understanding of the pressures, formations 3 a 


and cataclysmic forces that shape the horizons in the earth, a 
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MANAGEMENT’S FINANCIAL ANALYSIS AND DISCUSSION 


MANAGEMENT'S DISCUSSION AND 

ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

The following discussion of financial condition and re- 


sults of operations should be read in conjunction with 


the consolidated financial statements and notes thereto. 


Norcen’s earnings and cash generated from opera- 
tions declined from the record levels achieved in 1990 
when financial performance benefited from Iraq’s inva- 
sion of Kuwait and the resultant escalation in world 
oil prices through the last five months of 1990. After 
the commencement of hostilities in the middle of Jan- 
uary 1991, prices declined by more than $10 per barrel 
(“/bbl”) and generally fluctuated through the balance 
of the year at monthly averages between $20—24/bbl 


NET EARNINGS 


(Millions of dollars) 


until a further fall-off in 
December 1991 clearly 
highlighted the extreme 


129.2 


110.2 sensitivity of Norcen’s 


aes earnings to the effects 


of changing oil prices. 


Another major contribut- 


ing factor was the fall- 


ing prices for natural gas 


due to a combination of 


the recent warmer than 
normal winters and the over-supply situation in the 
North American market. Continuous pressure has 
been exerted on gas producers to cut prices in order 
to maintain production levels. 

Despite liquids prices which were generally com- 
parable, 1991 financial performance also declined sub- 


stantially from 1989 due to higher operating costs in 


the Oil and Gas Division including lifting costs, admin- 


istration and particularly depletion expense, together 
with a major reduction in contributions from the Pro- 


pane Marketing and Mineral Resources Divisions. 


Divisional operating income, earnings and cash 
generated from operations for the years ended Decem- 


ber 31, 1991, 1990 and 1989 were as follows: 


(Millions of dollars) 1991 > (1990 19a 
OPERATING INCOME 
Oil and Gas Division $ 99.2 $214.5 $151.57 
Propane Marketing Division 29.3 33.4 45.9 
Mineral Resources Division 29.6. «30.3 Abe 
INVESTMENT AND 

OTHER INCOME 16.07) Dike ried 

$174.1 $299.6 $253.9 

INTEREST AND 

FINANCIAL EXPENSE 80.6. 73:6") <a 
INCOME TAXES 49.1 95.2), Moe 
MINORITY INTEREST 0.3 1.6 tat 


$ 44.1 $129.2 $110.2 


Net EARNINGS 


CASH GENERATED 
FROM OPERATIONS 


$279.2 $356.1 $300.7 


OPERATING RESULTS 

Oil and Gas Division— After the record year in 1990 
due to rising oil prices resulting from the Persian Gulf 
crisis, operating income declined 54% to $99.2 mil- 
lion in 1991. Out of the total decrease of $115.3 mil- 
lion in operating income, $79.2 million was the result 
of lower oil and gas revenues which primarily related 
to lower prices. The balance was due to higher operat- 
ing costs and administration ($13.2 million), increased 
depletion ($11.0 million) and a reduced contribution 
from the Industrial Gas System (“IGS”) and other 
operations ($11.9 million). 


An analysis of production volumes is: 


(Daily production) 1991 1990 1989 
Liquips (db/s); 

Canada 44,537 44,917 39,671 
Australia 7,476 10,428 5,401 
United States 2 a 1,417 1,993 
Total 54,533. 56,762 47,065 
NATURAL Gas (mcf): 

Canada 220,910 223,092 172,834 
United States 30,334 24,455 31,074 
Total 251,244 247,547 203,908 


Norcen anticipates that in 1992 total liquids pro- 
duction volumes will be approximately 57,900 barrels 


per day (“b/d”) and natural gas volumes will be ap- 


proximately 276 million cubic feet per day (“mmcf/d”). 


West Texas Intermediate (“WTI”) prices averaged 
U.S. $21.47/bbl in 1991 compared with U.S. $24.50/bb! 
in 1990 and U.S. $19.36/bbl in 1989. The reduction 
from the 1990 level was the principal factor for the 
lower sales revenues. The strong Canadian dollar which 
averaged 87.3 U.S. cents in 1991, in comparison to 
85.7 U.S. cents in 1990, also had an adverse impact 
by reducing Canadian prices at the wellhead. The 
overall average price realized by Norcen for its world- 
wide production of oil and natural gas liquids in 1991 
was $18.85/bbl compared to $23.65/bbl in 1990 and 
$18.72/bbl in 1989. Norcen projects that prices are 
unlikely to improve in 1992 and for internal budget- 
ary purposes is using an average WTI/bbI price of 
U.S. $19.50/bbl. 

In Canada, liquids production declined marginally 
from 1990 levels by 380 b/d although conventional 
crude production was up 1,069 b/d despite pipeline 
apportionment and feeder constraints which offset 
production gains. Continuing constraints from an on- 
going pipeline testing program are expected to again 
curtail production through the first half of 1992. 

Norcen’s share of production from the Suncor Inc. 
(“Suncor”) synthetic oil plant was down from last 
year’s level due to lower prices in 1991, which im- 
pacted the price-sensitive royalty rate, as well as to 
increased off-lease mining in 1991. Production vol- 
umes were 2,345 b/d compared to 2,629 b/d last year. 
Volumes are expected to fall further to 1,600 b/d in 
1992, mainly because the anticipated decline in oil 
prices is expected to reduce Norcen’s royalty rate. 

Heavy oil production declined from 7,571 b/d in 
1990 to 6,818 b/d in 1991 as a result of management’s 
decision to shut-in production due to increasing heavy 
oil price differentials. On January 31, 1992, Norcen 
announced a further reduction in its heavy oil opera- 


tions and additional shut-in production of 1,600 b/d. 
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Natural gas production in Canada was 220.9 mmcf/d 
compared to 223.1 mmcf/d in 1990 as nominations 
from purchasers continued to decline as a percentage 
of contracted volumes. The average price realized was 
$1.49 per mcf versus $1.67 per mcf in 1990. Gas prices 
throughout North America continue to be affected 

by low demand related to warmer than normal weather 
patterns, in both the 1990—91 and 1991-92 winter 
heating seasons. There has also been a levelling of 
peak demands and associated premiums during winter 
months, related to increased development and usage of 
storage facilities, as well as additional pipeline capac- 
ity. More producers are committing to firm service on 
major pipeline systems 
and selling at lower prices (Millions of dollars) 


to ensure cash flow covers 356.1 


operating costs and pipe- 


line demand charges. Gas 


prices will continue to be fons 
266.7 ; 


affected by the acceler- 279.2 


ated deregulation of 


North American pipeline aot 


systems by the Federal 


87 88 89 90 91 


Energy Regulatory Com- 
mission (“FERC”) and the restructuring of consumer 
markets by state public utilities commissions 
(“PUC”), particularly California. Most PUC agencies 
are requiring local distribution or utility companies to 
move supply portfolios to a greater proportion of spot 
or short term sales contracts. Consequently, although 
Norcen’s Canadian sales volumes are forecast to rise to 
230 mmcf/d in 1992, prices are expected to continue 
to decline. 

Contribution to operating income from Australian 
operations declined from $50.8 million in 1990 to 
$24.1 million in 1991 as a result of lower production 
volumes and prices. The Jabiru floating production 


facility was in dry dock from April to September 


for major maintenance overhaul. As a result, produc- 
tion from Jabiru was down 3,267 b/d from 1990 to 
3,375 b/d in 1991. Total Australian production was 
7,476 b/d versus 10,428 b/d in 1990. Resource Rent 
Tax (“RRT’”) declined from $34.4 million in 1990 to 
$14.1 million due to lower revenues and to legislation 
changes in 1991 which allowed deduction of certain 
expenditures outside the producing permit to be 
claimed against production revenues. Despite a 28% 
reduction in production levels, depletion and depre- 
ciation expense increased $2.6 million or 14% on 
account of the significant increase in the depletion 


CRUDE OIL AND NGL PRODUCTION 


(Thousands of barrels per day) 
56.8 


rate resulting from the 
build-up in the asset base 


without a corresponding 


increase in reserves. 


While Norcen’s Austra- 


lian production rate early 


in 1992 was approxi- 
mately 8,300 b/d, the 


anticipated average over 
the year is forecast to be 
7,400 b/d which reflects 


significant performance declines at all three producing 
fields including the newly completed Skua project 
which came onstream in December 1991. 

Contribution from U.S. operations increased 
$3.6 million in 1991. Oil and gas production increased 
1,103 b/d and 5.9 mmcf/d respectively to 2,520 b/d 
and 30.3 mmcf/d respectively due to development 
gains as well as the commencement of production in 
July from Eugene Island Block 142 in the Gulf of 
Mexico. In November 1991, Norcen signed a letter of 
intent to acquire the U.S. assets of PanCanadian 
Petroleum Company (“PanCanadian”) for U.S. $39 mil- 


lion. The acquisition is expected to close in March 
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1992. This, together with a full year’s production 
from Eugene Island, is projected to increase Norcen’s 
U.S. production to 3,900 b/d of oil and 34.9 mmcf/d 
of gas in 1992. Despite a 38% increase in equivalent 
production, depletion and depreciation increased only 
26% due to the inclusion of the Lion Rock Unit re- 
serves and future development costs to the depletion 
base in the fourth quarter. 

Consolidated lifting costs have increased 10% 
or $11.2 million over 1990, which had increased 36% 
over 1989. The unit costs of oil and gas production 


for the last three years are: 


1991 1990" gs) 
Oil and gas liquids (perbb/) $4.73 $4.13 $3.64 
Natural gas (per mcf) $0.47 $0.44 $0.42 


Unit costs for oil increased in 1990 due to the high 
percentage component of heavy oil costs, reflecting 
the acquisition of the Westmin assets in late 1989. In 
1991, the increase was mostly on account of restricted 
production levels. Low nominations and increased 
shut-in volumes contributed to the rise in natural 
gas unit costs. 

Commencing in 1991, Norcen began to provide 
for future site restoration costs in accordance with 
the recently issued Canadian Institute of Chartered 
Accountants (“CICA”) accounting recommendations 
on capital assets. This requires Norcen to determine 
its future obligations for site restoration including 
the cost for the abandonment of oil and gas wells and 
associated facilities and to amortize the cost over the 
life of its reserves. Although the Company has esti- 
mated the future cost of well abandonments, the lack 
of definitive reclamation standards makes it impracti- 
cal to quantify the cost of abandoning facilities, includ- 
ing gas processing plants, and hence no provision has 
been made for facility abandonment costs. Moreover, 
no major facilities are scheduled for closure in the next 
ten years. The amount expensed in 1991 was $6.3 mil- 


lion or 18 cents per equivalent barrel of production. 


Average depletion rates per equivalent barrel in each 


of the Company’s major cost centres are: 


1991 1990 1989 
$4.18 $ 4.03 $ 3.65 
$9.86 $10.77 $10.11 
$7.82 $ 4.75 $ 5.46 


Canada 
United States 


Australia 


Administration costs climbed $6.7 million or 
17% in 1991 versus $4.2 million or 12% in 1990. In 
September 1991, Norcen undertook a staff reduction 
program at a cost of $3.7 million of additional sever- 
ance and early retirement costs. A substantial portion 
of these costs contributed to the increase in adminis- 
tration costs in 1991. The benefits to be realized in 
the form of salary and benefits savings estimated at 
$3.3 million, will commence in 1992. Additional cost 
reduction programs have been implemented at the 
Company’s offices in the U.S. and Australia. 
Propane Marketing Division —Superior’s contribu- 
tion to operating income, which had declined from 
$45.9 million in 1989 to $33.4 million in 1990, 
declined again in 1991 to $29.3 million. Sales revenue 
and volumes increased by 
(Millions of litres) 7% and 13% respectively 


but this was accounted 


for by the inclusion of the 


financial results of the 


1,534.9 


Skelgas acquisition made 


in September 1990 for 


a full twelve months. 


Total sales volumes were 


eee s 1.11 billion litres in 


Canada and 0.42 billion 
litres in the U.S. compared to 1.20 billion litres in 
Canada and 0.16 billion litres in the U.S. in 1990 and 
1.31 billion litres in Canada in 1989. In Canada, vol- 
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umes in all market segments were below 1990 levels 
due to warm weather and the deepening recession 

in Eastern Canada. Degree day temperatures were 
substantially over normal in virtually all of the divi- 
sion’s major marketing areas west of Montreal. For 
example, Montreal was 7%, Toronto and district 12%, 


and Calgary 11% warmer than normal in 1991. 


Skelgas sales volumes were similarly affected. In addi- 
tion, the recession which extended deeper than Norcen 
expected, continued to affect the commercial and in- 
dustrial segment markets and will continue to do so 
until there is some recov- 
(Millions of cubic feet per day) ery in the Canadian and 


U.S. economies. 


In the face of sales vol- 


251.2 


ume and revenue losses, 


Superior Propane made 


significant efforts to 


reduce its operating cost 


structure. Although costs 


increased 7% overall, 


89 90 91 


this reflected the inclusion 


of the twelve months of the Skelgas operations. In 


- Canada, operating costs were held to a 1% increase 
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over 1990 levels. 

Although Skelgas contributed $1.6 million to oper- 
ating income versus a $0.9 million loss in 1990, this 
was well below the expected level of performance again 
for similar reasons to that which affected Superior’s 
performance in Canada. 

Assuming reasonable economic recovery in both 
countries, together with a return to more normal 
weather patterns, sales volumes in 1992 are projected 
to increase to 1.64 billion litres from the 1.53 billion 
litres in 1991. This should allow for an improvement 
in performance from the Propane Marketing Division. 
Mineral Resources Diviston— Mineral resources in- 
come declined slightly to $29.6 million compared to 
$30.3 million in 1990 and $45.2 million in 1989. 
Dividends from Iron Ore Company of Canada (“IOC”) 
were $5.9 million, up $0.6 million from 1990 but 
down $4.9 million from 1989. Operating income in 


1989 also included $4.6 million in dividends from 


the Company’s equity interest in M.A. Hanna Com- 
pany which was sold in November 1989 as part of the 
Westmin acquisition and a $5.9 million gain on the 
sale of Norcen’s interest in the Obed Marsh coal proj- 
ect which had been written off in 1986. 

IOC’s sales tonnage was 15.3 million tonnes versus 
14.5 million tonnes in 1990 and 15.2 million tonnes 
in 1989. The average price was U.S. $28.93 per tonne 
in 1991 versus U.S. $29.78 per tonne in 1990 and 
U.S. $28.43 per tonne in 1989. Although total sales 
tonnage was up in 1991 over 1990, the increase was 
primarily in lower priced ore concentrates which 
was offset by a 1.0 million tonne reduction in higher 
priced iron pellets. As a result, total sales revenues 
and therefore Norcen’s 
(Millions of dollars) royalty income was 


' unchanged although a 


strengthening Canadian 
1,261.3 


1,255.7 


dollar had a negative im- 


pact on the U.S. denom- 


inated IOC royalties. 


It is anticipated that 


the slow-down in the steel 


industry in both the U.S. 
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and Canada from a con- 


tinuation of the recession will reduce iron ore demand 
and therefore affect IOC’s revenues and profitability in 
1992. As a result, Norcen’s royalty and dividends are 
projected to be slightly lower than the 1991 level. 
CORPORATE 

Investment and other income declined to $16.0 mil- 
lion in 1991 due to lower interest rates. Dividends on 
the Brascan, Mico and Varitech investments are related 
to the prime rate of interest which in 1991 dropped 

to levels not seen for many years. In addition, the level 
of short-term surplus funds mostly in the form of 

U.S. or Australian currency account holdings, was 
slightly down and therefore generated lower interest 


income than in 1990. 


Interest on long-term debt was $83.0 million in 
1991 versus $76.5 million in 1990 and $63.7 million 
in 1989. The average 1991 debt level increased due to 
additional Euroloans taken down in 1990 principally 
to finance the Skelgas acquisition. However, this was 
offset in part by the benefit of lower interest rates on 
debt tied to floating rates. 

Income tax expense fell by $46.1 million in 1991 
as a result of the decrease in pre-tax earnings of 
$131.2 million. The increase in the effective tax rate 
from 42.4% in 1990 to 52.7% in 1991 is principally 
attributable to an increased differential in the amount 
of non-deductible crown royalty charges versus the 
federal resource allowance, and fixed amount items, 
such as the Large Corporations Tax and withholding 
taxes, were a higher percentage of pre-tax income. 
CAPITAL SPENDING 
Capital expenditures excluding the major acquisitions 
of Skelgas Group Incorporated and Westmin Resources 


Limited for the last three years are: 


(Millions of dollars) 1991 1990" 1989 


OIL AND GAS OPERATIONS 


Canada $125.6 $124.9 $ 75.1 


United States 65:6... 70.4. me 
Australia 19.4 323 “392 
Other international 2he2 8.6 5.9 
Total oil and gas B18, Boe. pee 
PROPANE MARKETING 26/0 21-6 17.0 
257.8 251.8 10 

ACQUISITIONS NET 

OF DISPOSITIONS 
Oil and gas =P AP ales ie 9.9 
Propane marketing (10.4) a8 


$283.1 $289.4 $203.7 


Although capital spending had been initially budg- 
eted at $338 million for 1991, this target was revised 
downwards as oil prices and, accordingly, cash flows 
declined. In Canada, expenditures were maintained 
at 1990 levels, although Norcen’s exploration program 
reduced its focus from natural gas projects on 


account of deteriorating gas markets. Major projects 


rere 


ration and development (Millions of barrels) 193.8 


activity at Enchant in 


southern Alberta, Golden A734 


: 171.6 
in north-central Alberta, 


and Deep Devonian 


projects in west-central 


Alberta in the early part 134.0 


125.7 


of 1991. Exploration and 


development successes, 
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together with revisions iy 
to prior years’ reserves, resulted in additions to both 
liquids and natural gas reserve volumes in excess of 
those volumes lost through production and without 
taking into account reserves added through acquisition. 

United States exploration expenditures were down 
$7.8 million from 1990 while development expenditures 
were up $3.0 million. An encouraging gas discovery 
on Eugene Island Block 162 was made which awaits 
final testing in early 1992 to determine whether a de- 
velopment project is economic. Onshore development 
focused on oil completions while offshore producing 
facilities were installed at Eugene Island Block 142 
and U.S. $5.9 million was spent to complete the 
acquisition of a 4.5% interest in the Lion Rock Unit, 
offshore California. As a result of this acquisition, 
19.0 million barrels of oil and gas liquids and 17.2 bil- 
lion cubic feet of gas were added to U.S. proven 
reserves, based on studies which indicate this is an 
economically viable project to commence once regu- 
latory and environmental issues are agreed to by local, 
state and federal authorities. 

Other international exploration expenditures 
were up $14.1 million while development was down 
$1.5 million. $11.2 million was spent in Australia 


on seven wells which were drilled without success. 
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Norcen now plans to scale down its future exploration 
activity in Australia. The other major areas of expend- 
iture internationally were Malaysia ($6.8 million), 
where two out of three wells were considered commer- 
cially successful, Egypt ($3.1 million), on two wells, 
of which one is still drilling, Indonesia ($6.8 million) 
where a major seismic study is underway, and Argen- 
tina ($3.5 million) on exploration related to lands 
acquired in 1990 including the drilling of one well. 
In international development, the Jabiru venture was 
refitted and brought back on production after a five- 
month lapse, and construction of the Skua Venture 
floating production facility was completed with pro- 
duction commencing in December 1991. 

Propane marketing capital expenditures were 
$26.0 million in 1991 of which $5.3 million was in 
the U.S. and $20.7 million in Canada. As part of 
its consolidation strategy Superior sold the fertilizer 
operation, which it had acquired with the acquisi- 
tion of Skelgas, for $10.4 million. 

The 1992 capital program of $259 million, which 
had been approved by the Board of Directors in early 
December, has now been reduced to $208 million in 
view of recent and significant reductions in projected 
oil and natural gas prices and therefore in available 
cash flow. The revised level of spending anticipates 
$185 million allocated to oil and gas programs and 
$23 million to propane marketing requirements. Of the 
planned outlays on oil and gas, $78 million will be 
directed towards exploration activity, $105 million to 


development programs and $2 million to other needs. 


In North America, the prime focus of the exploration 
effort will be on oil and gas liquids prospects in the 
Western Canadian Sedimentary Basin and in the U.S. 
Gulf Coast region. Internationally, the Company will 
be directing its emphasis to activity in new core areas, 
including Malaysia, Indonesia and Argentina. Explo- 
ration in Australia will be reduced due to the lack 

of drilling success in recent years. The reductions have 
been principally directed at exploration budgets in 
order to maintain activity on development projects 

to enhance the Company’s production levels and cash 
flows. The budget excludes the oil and gas property 
acquisitions which have recently been announced 

in the U.S. and in Argentina. These transactions for 
U.S. $39 million and U.S. $9 million, respectively, 
are expected to close in the first quarter of 1992. 
LIQUIDITY 

Cash generated from the Company’s operating activi- 


ties totalled $279.2 million in 1991, a decrease of 


$76.9 million from 1990 and $21.5 million from 1989. 


Tatar CApiTALVaATion Net cash available for in- 


vestment, after dividends 
2,365.6 


(Millions of dollars) 


and working capital and 


other adjustments, was 
$198.0 million. After net 
capital and other expend- 


itures of $284.3 million, 


the net cash deficiency 


amounted to $86.4 mil- 
1,654.3 


lion. The shortfall was 
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partially met through the 
draw down of the U.S. $30 million balance of the third 
Euroloan in April 1991, together with funds from the 
issuance of common shares under the employee sav- 
ings plan. The residual balance of $44.9 million was 


funded by short-term debt which, net of cash on hand 
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and short-term investments, stood at $37.6 million at 
December 31, 1991. 

As of year-end, Norcen had $227 million of lines of 
demand bank credits established, of which $177.3 mil- 
lion is available for future draw down. 

In addition to the requirement to fund the pending 
acquisitions of approximately $57 million, Norcen’s 
immediate financing requirement will be to fund the 
retraction of the 8.12% First Preference Shares, Series A, 
on March 1, 1992. Holders of $89.6 million of the 
$100 million issued have served retraction notice. 
While these repayments can adequately be met by the 
lines of credit available, Norcen intends to secure 
further long-term financing to meet these needs and 
to restore the full amount of lines currently available. 
Several possible financing alternatives are presently 
being examined. 

Norcen’s risk exposure to floating interest rates was 
limited at year-end to the Euroloan borrowings and 
demand bank credits. The three Euroloans amounting 
to U.S. $405 million have interest rates which are tied 
to the London interbank borrowing rate until their 
maturities from 1995 through 1997. However, the 
interest rate on U.S. $200 million of these has been 
fixed through floating to fixed rate interest swaps. 
RISKS AND UNCERTAINTIES 
Norcen, as with all other companies in the oil and gas 
industry, is affected by factors both within and with- 
out its control. Partially under Norcen’s control is its 
ability to replace its reserves at an economic cost from 
either exploration and development or by property 
acquisitions. This ability is gauged by the annual 
determination of proven reserves and ceiling test meas- 
urements. At December 31, 1991, the future revenues 


from Norcen’s proven reserves were substantially 


in excess of the underlying costs in all three operating 
centres and in the enterprise test for its worldwide 
operations. Although the Company has been successful 
Eee aver ge 
(Billions of cubic feet) its reserves in the past, 


1,785 this is not an indication 


1,701 A prc 
of its ability to succeed 


Dice in the future. 


The future success of 


the Company is also 


dependent on the trends 


for oil and natural gas 


1,144 1,165 


prices. There has already 
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been a slide in oil prices 
from 1991 to those prevailing in early 1992. Future 
unsettling factors which could adversely affect price 
levels are a continuation of low world demand, a 
resumption of crude oil exports from Kuwait and Iraq 
on the world markets, the uncertainty of oil exports 
from the former Soviet Union, and the ability of the 
Organization of Petroleum Exporting Countries 
(“OPEC”) to control price levels by exercising produc- 


tion restraints. Although Norcen projects an average 


U.S. $19.50/bbl for WTI crude in 1992, it fully expects 


the situation and price to remain volatile. The impact 
on Norcen’s earnings and cash flow from changes in 
oil and gas prices and changes in the exchange rate 


between the Canadian and U.S. dollar are: 


Cash Generated 


(Millions of dollars) from Operations 


U.S. $1.00/bbl 


Net Earnings 


increase in WTI $10.8 $16.7 
10 cents U.S./mcf 

in gas price $ 5.4 $ 7.5 
One cent U.S. decrease 

in value of the 

Canadian dollar CES $2128 
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The effect on cash flow is greater than on net earnings 
because Norcen and most of its oil and gas operating 
subsidiaries are not presently subject to current 
income taxes. There is also much uncertainty in the 
gas marketing area due to the over-supply situation 
and regulatory disputes between Canada and the U.S. 
which are affecting the natural gas export markets. 
OVERALL OUTLOOK 

Based upon the previously stated assumptions regard- 
ing production and price forecasts, Norcen projects 
net earnings to decline in 1992. Gains can be expected 
from the Propane Marketing Division but, despite 
increases in production volumes, these will be offset 
by declining earnings from the Oil and Gas Division, 
due to expected decreases in natural gas and oil prices 
as well as additional non-cash charges. Cash flows 
could also be down marginally from 1991 levels al- 
though Norcen will continue to live within its means 
by limiting capital spending. Norcen’s strategy to 
meet these challenges is to reduce costs on all fronts, 
including its capital, operating, administration and 
financing costs. 

Norcen has an extensive selection of attractive areas 
for oil and gas exploration in its landholding posi- 
tion, both in North America and in the international 
arena. By focusing on fewer and lower risk projects, 
the Company expects to improve its exploration and 


development results. 


CONSOLIDATED STATEMENT OF EARNINGS 


Years ended December 31 


(Thousands of Canadian dollars except per share amounts) 1991 1990 1989 
SALES AND OTHER REVENUES 
Oil and gas $459,037 $ 548,444 $427,101 
Propane marketing 465,737 435,108 349 444 
Mineral resources 41,704 42,482 57 oust 
Investment and other revenues 15,967 21,367 11,141 
982,445 1,047,401 845,066 
Costs AND EXPENSES 
Production, operations and administration 356,914 314,847 261,293 
Product purchases 240, 141 241,500 173,316 
Depreciation, depletion and amortization 211,300 191,476 156,508 
Interest on long-term debt 82,980 76,538 63,663 
Other financial expense (2,416) (2,896) 3,418 
Income taxes (Note 11) 49,108 95,181 PIAL 
Minority interests in subsidiaries 354 1,567 1,083 
938,381 918,213 734,853 
Net EARNINGS $ 44,064 129,188 $110,213 
DIVIDENDS ON PREFERENCE SHARES $ 14,826 16,867 $ 8,120 
EARNINGS APPLICABLE TO:ORDINARY SHARES $ 29,238 Pi2 324 $102,093 
EARNINGS PER ORDINARY SHARE 
Basic $0.49 $1.90 $1.74 
Fully diluted $0.49 $1.56 $1.49 
Years ended December 31 (Thousands of Canadian dollars) 1991 1990 1989 
BALANCE AT BEGINNING OF YEAR $619,115 $539,425 $466,706 
Net Earnings 44,064 129,188 110,213 
663,179 668,613 576,919 
Dividends (Note 10) 
Non-convertible Preference Shares 8,120 8,120 8,120 
Convertible Preference Shares 6,706 8,747 
Ordinary Shares 
—Multiple Voting 16,628 15,087 13,681 
—Subordinate Voting 19, 344 17,544 15,693 
50,798 49,498 37,494 
BALANCE AT END OF YEAR $612,381 $619,115 $539,425 


The accompanying notes are an integral part of these consolidated financial statements. 


CONSOLIDATED BALANCE SHEET 


As at December 31 (Thousands of Canadian dollars) 1991 1990 
ASSETS 
CURRENT ASSETS 
Cash $412,065" *9P 7-953 
Income and other taxes receivable 2,768 
Accounts receivable 165,181 197,346 
Inventories 35,606 41,672 
Total current assets 215,620 246,271 
INVESTMENTS (Note 4) 247,436 246,430 
PROPERTIES, PLANT AND EQuIPMENT (Note 5) 2,488,651 2AOT256 
OTHER AssETS (Note 6) 98,622 102,989 
$3,050,329 $3,002,946 
LIABILITIES 
CURRENT LIABILITIES 
Demand bank credits (Note 7) $ 49,691 
Accounts payable and accrued charges 149,578 $ 191,094 
Income and other taxes 14,841 
Current maturities on long-term debt 4,329 2,887 
Total current liabilities 203,598 208,822 
Non-CONVERTIBLE LONG-TERM DeBrT (Note 8) 541,931 508,872 
CONVERTIBLE SUBORDINATED DEBENTURES (Note 9) 543,336 547,292 
DEFERRED REVENUES AND OTHER 17,500 25-220 
DEFERRED INCOME TAXES 463,569 439,857 
MINORITY INTERESTS IN SUBSIDIARIES 19,123 19,183 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 10) 
First Preference Shares 200,000 200,000 
Ordinary shares — Multiple Voting 141,452 137,496 
—Subordinate Voting 307,439 299,089 
RETAINED EARNINGS (Note 10(c)) 612,381 619,115 
261272 L255, 700 
$3,050, 329 $3,002,946 


Approved by the Board: 


J. R. Yarnell 


Director 


qe 


B. D. Cochrane 


Director 


The accompanying notes are an integral part of these consolidated financial statements. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Years ended December 31 (Thousands of Canadian dollars) 1991 1990 1989 
OPERATING ACTIVITIES 
Net earnings $ 44,064 $129,188 $110,213 
Add non-cash items: 
Depreciation, depletion and amortization 211,300 191,476 156,508 
Deferred income taxes 23,711 39,001 33,582 
Other 137 (3,922) 399 
Cash generated from operations 279,212 356, 143 300,702 
Deferred gas revenues (7,988) (LL 427) (9,366) 
Decrease (increase) in working capital* (22,462) 2210 7,014 
Total cash generated 248,762 347,932 298,350 
Dividends . 50,798 49,498 37,494 
Net cash available 197,964 298,434 260,856 
INVESTING ACTIVITIES 
Expenditures on properties, plant and equipment, net 283,064 289,369 203,197 
Acquisition of Skelgas Group Incorporated (Note 2) 181,853 
Acquisition of the oil and gas assets of 
Westmin Resources Limited (Note 3) 453,235 
Investments 656 96,388 (Q7 2 AT) 
Other 605 1-356 6,142 
284,325 568,968 390, 102 
Excess (deficiency) of cash before external financing (86, 361) (270,534) (129,246) 
FINANCING ACTIVITIES 
Non-convertible long-term debt 33,132 1735105 (105,642) 
Convertible subordinated debentures (3,956) (1,249) 249,525 
Preference and ordinary shares 12,306 106,268 $553 
41,482 278,124 152,438 
CHANGE IN CASH AND DEMAND BANK CREDITS (44,879) 7,590 23,192 
CASH AND DEMAND BANK CREDITS AT BEGINNING OF YEAR e235 (337) (23,29) 
CASH AND DEMAND BANK CREDITS AT END OF YEAR $ (37,626) $ 7,253 $.-Ga)) 


*Working capital excludes cash, demand bank credits and current maturities on long-term debt. 
The accompanying notes are an integral part of these consolidated financial statements. 
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MANAGEMENT’S REPORT 


The accompanying consolidated financial statements of Norcen Energy Resources Limited and its subsidiaries 
and all information in the Annual Report are the responsibility of management and have been approved by the 
Board of Directors. 

The financial statements have been prepared by management in accordance with accounting principles gener- 
ally accepted in Canada and include some amounts that are based on management's best estimates. Financial 
and operating data elsewhere in the Annual Report are consistent with the information contained in the finan- 
cial statements. 

In fulfilling their responsibilities, management of Norcen and its subsidiaries maintains a system of internal 
accounting controls designed to provide reasonable assurance that assets are safeguarded from loss or unauthor- 
ized use and that the financial records are timely, accurate and reliable for preparing the financial statements. 

The Board of Directors carries out its responsibility for the financial statements in this Annual Report princi- 
pally through its Audit Committee, consisting solely of non-executive directors. The Audit Committee meets 
periodically with management and with the internal and external auditors to discuss the results of audit exami- 
nations with respect to the adequacy of internal accounting controls and to review and discuss financial report- 
ing matters. Both internal and external auditors have full access to the Audit Committee, with and without 
the presence of management. 

The financial statements have been audited by Peat Marwick Thorne, Chartered Accountants, and their 


report follows. 


eNO kA de 


Barry D. COCHRANE PAUL H. PALMER 
President and Chief Executive Officer Senior Vice-President and Chief Financial Officer 


February 19, 1992 


AUDITORS’ REPORT 


To THE SHAREHOLDERS OF NORCEN ENERGY RESOURCES LIMITED 

We have audited the consolidated balance sheet of Norcen Energy Resources Limited as at December 31, 1991 
and 1990 and the consolidated statements of earnings, retained earnings, and changes in financial position 

for each of the years in the three year period ended December 31, 1991. These consolidated financial statements 
are the responsibility of the company’s management. Our responsibility is to express an opinion on these con- 
solidated financial statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and dis- 
closures in the financial statements. An audit also includes assessing the accounting principles used and signifi- 
cant estimates made by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the company as at December 31, 1991 and 1990 and the results of its operations and the changes in 
its financial position for each of the years in the three year period ended December 31, 1991 in accordance with 


generally accepted accounting principles. 


PEAT MARWICK THORNE, Chartered Accountants 


Calgary, Canada— February 3, 1992 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Tabular amounts are in thousands of Canadian dollars 
except where noted.) 

@ AccountTineG Poticies 

The Annual Information Form and the accompanying 
consolidated financial statements have been prepared 
by Management and approved by the Board of Direc- 
tors. The consolidated financial statements have been 
prepared according to Canadian generally accepted 
accounting principles applied on a consistent basis and 
comply with United States disclosure requirements 

in all material respects. The principles used were those 
judged by Management to be the most appropriate 

in the circumstances. 

Basis of Presentation 

The consolidated financial statements include the 
accounts of Norcen and all of its subsidiaries. Norcen’s 
business is organized into three operational segments: 
oil and gas, propane marketing and mineral resources. 
Certain prior years’ comparative figures have been 
reclassified for comparative purposes. 

Foreign Currency Translation 

Monetary assets and liabilities are translated at the 
rates of exchange prevailing at the balance sheet dates. 
Non-monetary assets and liabilities are translated at 
rates in effect at the dates the assets or liabilities were 
acquired. Sales and other revenues and costs and ex- 
penses are translated at the average rate of exchange 
during the month incurred. The resulting gains and 
losses are included in earnings. Any foreign exchange 
gains or losses arising on translation of long-term 
monetary assets and liabilities are deferred and amor- 
tized over their remaining term. 

Inventories 

Inventories are valued at the lower of cost, applied on 


a first-in first-out basis, and market value determined 


on the basis of replacement cost or net realizable value. 


Properties, Plant and Equipment 

Oil and Gas—Oil and gas properties and production 
equipment, in accordance with the full cost method of 
accounting, include expenditures related to the acqui- 
sition, exploration and development of oil and gas 
reserves, whether or not potentially productive. These 
costs are depleted and depreciated, on a country-by- 
country cost centre basis, using the unit of production 


method based on total estimated proved recoverable 
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reserves. Natural gas reserves and production are con- 
verted to equivalent barrels of crude oil based on 
relative energy content. Proceeds on sale of properties 
are credited to asset costs. 

Capitalized costs in each cost centre are limited to 
estimated undiscounted future net revenues (based on 
year-end prices) plus the net cost of major development 
projects and unproved properties (the ceiling test). 

An enterprise ceiling test is also conducted on a world- 
wide basis, taking into account future interest costs, 
administrative costs and income taxes attributed to oil 
and gas operations. 

Certain oil and gas related facilities and equipment 
are recorded at cost and depreciated over their estimated 
useful service life at various rates using the straight-line 
method. Estimated useful life of major classes of assets are: 

Oil and gas equipment 10 years 
Gas processing facilities and pipelines 30 years 
Commencing in 1991, provision for future site resto- 
ration costs is accrued for by a charge against income 
using the unit of production method. 

Propane Marketing — Propane marketing equipment is 
recorded at cost and depreciated over the estimated 


useful service life using the straight-line method. Esti- 


mated useful life of major classes of equipment are: 


Tanks and cylinders 20 years 
Truck chassis 7 years 
Truck tank bodies 10 years 


Goodwill is amortized over 40 years and non-compete 
agreements are amortized over the terms of the 
agreements. 

Mineral Resources — Mineral resources properties are 
recorded at cost less impairment. The costs are amor- 
tized against related production over a period not 
exceeding 40 years. 

Deferred Revenues and Other 

Deferred revenues and other include payments 
received under take-or-pay gas contracts, net deferred 
foreign exchange gains and the accrued liability for 
future site restoration costs. Deferred gas revenues 
are included in revenue as the gas to which the pay- 
ments relate is delivered. Deliveries, which are to be 
made over a ten-year period, commenced in 1984, 


and are governed by contractual arrangements. 


Earnings per Ordinary Share 

Earnings per ordinary share have been calculated 
using the weighted average number of ordinary shares 
outstanding during the year (59,917,000 in 1991; 
59,267,000 in 1990; 58,752,000 in 1989). Fully 
diluted earnings per ordinary share assumes the exer- 
cise of all rights to acquire ordinary shares which 


have a dilutive effect. 


© Sketcas Group INCORPORATED 

Effective August 31, 1990, Norcen acquired, through 
its 100% owned subsidiary, Superior Propane Inc. 
(“Superior”), all of the outstanding shares of Skelgas 
Group Incorporated (“Skelgas”) for cash consideration 
of $181,853,000. The acquisition was accounted for 
by the purchase method and is summarized as follows 
after giving effect to working capital adjustments: 


Net assets acquired, at fair values: 


Working capital $ 7,139 
Properties, plant and equipment, net 84,954 
Goodwill 71,693 
Non-compete agreements 18,627 
Long-term debt (560) 

$181,853 


The results of operations of this acquisition have been 
included in the consolidated statements of earnings 


from September 1, 1990. 


3] WESTMIN RESOURCES LIMITED 

On November 30, 1989, Norcen acquired substan- 
tially all of the oil and gas assets of Westmin Resources 
Limited (“Westmin”), a related company, for total con- 
sideration of $453,235,000, comprised of $250 mil- 
lion 8% convertible subordinated debentures and cash 
of $203,235,000. As part of the transaction, Norcen 
sold its interest in M.A. Hanna Company to Brascan 
Limited, a related company, for $213,000,000. The 
acquisition was accounted for by the purchase method 
and is summarized as follows: 


Net assets acquired, at fair values: 


Working capital $ 2,057 
Properties, plant and equipment 456,263 
Other assets 256 
Deferred gas revenues (5,341) 


$453,235 


The results of operations of this acquisition have been 
included in the consolidated statement of earnings 


from December 1, 1989. 


© INvEsTMENTs (AT CosT) 


- December 31 1991 1990 
Brascan Limited Shares — 
preference (i) $ 65,000 $ 65,000 
Iron Ore Company of 
Canada Shares — common 53,310 33,310 
Mico Investments Ltd. 
Shares — common (i) 80,000 80,000 
Varitech Investors Corporation 
Shares — preference 20,000 20,000 
Notes receivable from directors, 
officers and employees 13,034 11,613 
Other investments (ii) 16,092 16,507 
$247,436 $246,430 


(i) Related company. 

(ii) At December 31, 1991, the Company held 
a certificate of deposit of U.S.$205,000,000 
(U.S.$210,000,000 at December 31, 1990) with a 
major international bank. This was offset by a note 
payable to that bank totalling U.S.$195,000,000 
(U.S.$200,000,000 at December 31, 1990). The 
deposit and note are both due May 30, 1994, and 
bear similar rates of interest (net interest income 
of $865,000 in 1991; $881,000 in 1990; $464,000 
in 1989). The Company is entitled to, and intends 
to, repay the note either on maturity or earlier thereto 
by delivery of an equal amount under the certificate 
of deposit. 

Dividend and interest income from investments 
was $22,317,000 in 1991 ($27,538,000 in 1990; 
$26,559,000 in 1989), including dividends from 
related companies of $10,050,000 ($13,238,000 in 
1990; $5,555,000 in 1989). Dividend income of 
$6,350,000 in 1991 ($6,171,000 in 1990; $15,482,000 


in 1989) is included in mineral resource revenues. 


@ Properties, PLANT AND EQUIPMENT 


Oil Propane Mineral 

and Gas = Marketing Resources Total 
December 31, 1991 
Cost $3,331,431 $366,753 $190,135 $3,888,319 
Accumulated depreciation and depletion 1,259,785 99,970 39,913 1,399,668 
Net $2,071,646 $266, 783 $150,222 $2,488,651 
December 31, 1990 
Cost $3,065,315 $357,948 $190,146 $3,613,409 
Accumulated depreciation and depletion 1,092,092 78,866 355195 1,206,153 
Net $1,973,223 $279,082 $154,951 $2,407,256 


Expenditures relating to undeveloped or unevaluated properties excluded from the depletion base are as follows: 


United Other 
States Australia International Total 
1991 $34, 102 $ — $70,411 $104,513 
1990 $22,371 $3,736 $49,373 $ 75,480 
Administrative overhead expenditures of $12,230,000 in 1991 ($10,646,000 in 1990; $9,899,000 in 1989) 
directly related to exploration and development activities have been capitalized. 
© Oruer AsseErTs 
December 31 1991 1990 
Goodwill, net-of amortization $69,325 $ 69,891 
Non-compete agreement, net of amortization 15,001 17 978 
Financing expense, net of amortization 8,187 9,596 
Advances on development 6,109 3524 
$98,622 $102,989 
@ Demanp Bank CrepirTs 
Demand bank credits and unused lines of credit are as follows: 
December 31 1991 1990 
Average Average 
Interest Rate Amount Interest Rate Amount 
Banker’s acceptance 5.1% $ 28,890 
Commercial paper 4.6% 20,801 
49,691 
Unused bank lines of credit at period end 177,309 $227,000 
Established bank lines of credit $227,000 $227,000 
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© Non-ConvertiB_e LONG-TERM DEBT 


December 31 1991 1990 
Term bank credits, 

1995-1998 (1) $461,453 $425,528 
127%4% debentures, 1993 60,000 60,000 
Capital lease obligations (ii) 24, 230 25.920 
Other 577 ack 

546, 260 pe Reb) 

Less: current maturities 4,329 2,887 
Total non-convertible 

long-term debt $541,931 $508,872 


The above balance includes non-convertible long-term 
debt before current maturities of $468,337,000 at 
December 31, 1991 ($435,658,000 at December 31, 
1990), denominated in United States dollars, trans- 
lated at rates of exchange at the balance sheet date. 

Non-convertible long-term debt maturities and 
sinking fund requirements for each of the four years 
subsequent to 1992 are as follows: 

1993 — $60,094,000; 1994— $83,000; 
1995 — $144,510,000; 1996 — $50, 137,000. 

(i) Three term bank credit lines have been estab- 
lished in the European market, amounting to 
U.S.$405,000,000, all of which was drawn down as 
of December 31, 1991. A line of U.S.$125,000,000 
was established in 1988 which requires repayment 
in full on November 10, 1995 and two lines were 
arranged in 1990: U.S.$150,000,000 to be repaid 
in full on June 30, 1997; and U.S.$130,000,000 
which requires six equal semi-annual principal repay- 
ments commencing April 23, 1996. By way of inter- 
est rate swap arrangements, the effective interest 
rate on U.S.$150,000,000 of these loans has been 
fixed at 8.9% until December 1997 and a further 
U.S.$50,000,000 has been fixed at 7.7% until 
August 1995. 

A currency and interest rate swap agreement 
remains in place whereby the Company receives 
$50,000,000 and related interest at bankers’ accept- 
ance rate plus 0.5% in exchange for payments by 
the Company of U.S.$37,585,500 and related inter- 
est at 7.85%. The offsetting principal amounts will 
be repaid in four equal semi-annual installments 


until July, 1993. 


The average annual costs of indebtedness under 
these lines of term bank credits for 1991, 1990 and 
1989 were 7.8%, 8.9% and 9.1% respectively. 

Unamortized deferred foreign exchange gains on 
long-term debt were $4,479,000 at December 31, 1991 
($7,392,000 at December 31, 1990). 

(ii) Interest rates on capital lease obligations vary 
with the Canadian prime rate and averaged 11.0% at 
December 31, 1991, and 10.5% at December 31, 1990. 

Future minimum lease payments under capital 
lease obligations total $31,705,000. Payments required 
under these leases for each of the next five years 
are as follows: 

1992 — $9,604,000; 1993 — $7,030,000; 
1994— $4,961,000; 1995 — $3,770,000; 
1996 — $2,260,000. 


© ConverTIBLE SUBORDINATED DEBENTURES 


December 31 1991 1990 
Series A (i) $143,336 $147,292 
Series B (ii) 150,000 150,000 
Series C (iii) 250,000 250,000 

$543,336 $547,292 


(i) The Adjustable Rate Convertible Subordinated 
Debentures, Series A, due December 15, 2006, pay a 
minimum of 6% per annum and are convertible at the 
holder’s option into Multiple Voting Ordinary Shares 
on or before the earlier of December 14, 2006, and 
the last business day prior to redemption, at an initial 
conversion price of $15.50 per share. If, subsequent 
to December 31, 1991, Norcen fixes the interest rate 
at 7% per annum, the conversion price increases to 
$17.25 per share. The convertible debentures are 
redeemable, without restriction, at the principal 


amount plus accrued interest, if any. The convertible 


debentures are direct unsecured obligations of Norcen, 
subordinate to other indebtedness of Norcen for 
borrowed money, but ranking equally with all other 
subordinated indebtedness. 

(ii) The Adjustable Rate Convertible Subordinated 
Debentures, Series B, due March 30, 2007, pay a min- 
imum of 5% per annum and are convertible at the 
holder’s option into Multiple Voting Ordinary Shares 
on or before the earlier of March 29, 2007, and the 
last business day prior to redemption, at an initial 
conversion price of $25.00 per share. If, subsequent 
to May 15, 1992, Norcen fixes the interest rate at 6% 
per annum, the conversion price increases to $27.75 
per share. The convertible debentures are redeemable, 
without restriction, at the principal amount plus 
accrued interest, if any, after May 15, 1992, and at 
any time prior to this date at 105% of the principal 
amount plus accrued interest if at least 85% of the 
original principal amount of the convertible deben- 
tures have been converted. The Series B convertible 
debentures are direct unsecured obligations of Norcen, 
subordinate to other indebtedness of Norcen for bor- 
rowed money, but ranking equally with all other 
subordinated indebtedness. 


(iii) The 8% Convertible Subordinated Debentures, 


@ Capirar Stock 


A. Authorized 


Series C, due December 6, 1999, are convertible at the 
holder’s option into Multiple Voting Ordinary Shares 
at any time before December 5, 1999, at an initial con- 
version price of $25.00 per share. The convertible 
debentures are redeemable, without restriction, at the 
principal amount plus accrued interest, if any, after 
November 30, 1994. The Series C convertible deben- 
tures are direct unsecured obligations of Norcen, sub- 
ordinate to other indebtedness of Norcen for borrowed 
money, but ranking equally with all other subordi- 
nated indebtedness. 

(iv) At the option of the Company, if the Company 
is not in default on any of its indebtedness, the pay- 
ment on maturity of the principal outstanding on each 
of the Convertible Subordinated Debentures Series B 
and C may be made by the delivery of that number 
of Multiple Voting Ordinary Shares of the Company, 
obtained by dividing such outstanding principal 
amount by the average closing trading price of the 
Multiple Voting Ordinary Shares on The Toronto Stock 
Exchange for the 10 days prior to the maturity date. 

(v) Of the Convertible Subordinated Debentures, 
$60,000,000 of each of Series A and Series B and all 
of Series C are held by Noranda, Inc., a major share- 


holder of the Company. 


The authorized share capital of the Company consists of an unlimited number of First Preference Shares, 


issuable in series; an unlimited number of Junior Preference Shares, issuable in series; an unlimited number 


of Multiple Voting Ordinary Shares; and an unlimited number of Subordinate Voting Ordinary Shares. 


B. Issued 
Non-Convertible Convertible 
First Preference First Preference 
First Preference Shares Series A Series B 
Shares Amount Shares Amount 
December 31, 1989 4,000,000 $100,000 
Issued for cash 100 $100,000 
December 31, 1990 4,000,000 100,000 100 100,000 
December 31, 1991 4,000,000 $100,000 100 $100,000 


Non-convertible Preference Shares 

The 8.12% First Preference Shares, Series A, are 
non-voting and pay a fixed cumulative cash dividend 
of $2.03 per share per annum. Under the terms of 
the issue and as of the January 15, 1992 deadline, 
3,582,858 shares were tendered for retraction on 
March 1 at the issue price of $25.00 per share. The 
remaining First Preference Shares, Series A, will be 
redeemable in whole or in part at the option of the 
Company on or after March 1, 1992, at a price of 
$26.00, such price declining by $0.25 per annum 
until March 1, 1996, after which they are redeemable 
at the issue price of $25.00 per share. 

Convertible Preference Shares 

On February 1, 1990, the Company issued, through 
private placement, $100,000,000 of Floating Rate 
Cumulative Redeemable Convertible Auction Perpet- 
ual First Preference Shares, Series B. The Convertible 
Shares are non-voting and pay a floating cumula- 
tive cash dividend until February 28, 1993, at a rate 
per annum equal to 72% of the one month Bankers’ 


Acceptance Rate. Thereafter, the dividend rate will be 


established either by negotiation with the holders or 
through monthly auctions. Each share is convertible at 
any time at the option of the holder into Subordinate 


Voting Ordinary Shares, at a price based on a formula 


~ related to the market value of such Subordinate Voting 


Ordinary Shares at the time of conversion, unless pre- 
viously redeemed by the Company. The Convertible 
Shares are redeemable at any time at the option of the 
Company at par plus accrued and unpaid dividends. 
Ordinary Shares 

The two classes of ordinary shares rank equally with 
each other and after all preference shares of Norcen 
with respect to priority on the payment of dividends. 
Each Multiple Voting Ordinary Share carries five votes 
and each Subordinate Voting Ordinary Share carries 
one vote. At the holder’s option, Multiple Voting 
Ordinary Shares are convertible into Subordinate Vot- 
ing Ordinary Shares, on a one-for-one basis, at any 
time. Subordinate Voting Ordinary Shares are convert- 
ible into Multiple Voting Ordinary Shares, on a one- 


for-one basis, only in certain limited circumstances. 


Ordinary Shares 


Multiple Voting 


Subordinate Voting 


Shares Amount Shares Amount 
December 31, 1988 Dif SOS Sate) $135,782 31,285,425 $285,180 
Issued for cash 
Employee savings and investment plan 184,669 55990 
Executive share purchase plan pe ie. 4,130 
Incentive stock option plan 19,833 
Conversions and exchanges 30,493 471 51,208 804 
December 31, 1989 2720825026 136,253; ph; hive 108 294,064 
Issued for cash 
Employee savings and investment plan 209,072 »,019 
Incentive stock option plan 22,069 
Conversions and exchanges Re rh) 1,243 1,200 6 
December 31, 1990 27,462,205 137,496 31,949,449 299,089 
Issued for cash 
Employee savings and investment plan 247,489 5,450 
Executive share purchase plan 149,004 2,900 
Incentive stock option plan 37,088 
Conversions and exchanges 22D, 19D 3,956 25 
December 31, 1991 27,717,404 $141,452 32,383,055 $307,439 
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Pursuant to the Company’s Incentive Stock Option 
Plan, market growth options are issued to selected 
employees, none of whom are executive officers. 

Of the underlying security, the Subordinate Voting 
Ordinary Shares of the Company, the number of 
unoptioned shares available at January 1, 1991, and 
December 31, 1991, for the granting of options was 
114,018 and 2,129,612, respectively. If all options had 
been exercised at December 31, 1991, 5,846 Subordi- 


nate Voting Ordinary Shares would have been issued. 


@ Income Taxes 


C. Dividend Restrictions 

Covenants respecting certain of Norcen’s non- 
convertible long-term debt impose a limit on dividend 
payments by Norcen, such limit being related in part 
to consolidated net earnings, as defined. Under the 
most restrictive of these covenants, retained earnings 
in the amount of $392,000,000 were available for the 
payment of dividends at December 31, 1991. 


The provision for income taxes in the consolidated statement of earnings varies from the amounts that would 


be computed by applying the Canadian federal statutory rate, including surtax, to earnings before income taxes 


and minority interests for the following reasons: 


Year ended December 31 1991 1990 1989 
Earnings before income taxes and minority interests $ 93,526 $225,936 $186,808 
Canadian federal statutory rate of income tax 38.84% 38.84% 38.84% 
Computed tax expense $ 36,326 $ 87,754 $ 72,556 
Increase (decrease) in income taxes resulting from: 
Alberta Royalty Tax Credit (2,907) (3,475) (4,783) 
Provincial income taxes in excess of federal abatement | bare) ed 6,234 6,353 
Non-taxable dividend income (6,981) (8,327) (9,660) 
Non-deductible crown payments less federal resource allowance 4,133 (1,129) 4 
Large Corporations Tax 3,260 2,076 1,116 
Non-deductible capital loss 3,963 
Non-deductible depletion 6,910 5567 691 
U.S. withholding tax on dividends received 2.251 2203 1,591 
Other items, net 4,399 4,108 3,664 
Actual income tax expense $ 49,108 $ 95,181 $75.3. 
Effective tax rate 2.51% 42.13% 40.42% 


Deferred income taxes result from timing differences 
between the recognition of income and expenses for 
income tax and for financial statement purposes. The 
source of these differences is principally exploration 
and development expenditures and capital cost allow- 
ances deducted for income tax purposes in excess of 


depletion and depreciation. 
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At December 31, 1991, the Company had 
United States tax loss carryforwards of approximately 
U.S.$152,000,000 (U.S.$179,000,000 in 1990; 
U.S.$117,000,000 in 1989), the tax benefits of which 
are not recognized in the financial statements. These 
loss carryforwards expire at various times throughout 


the period ending December 31, 2005. 


@® PENSION PLANS AND OTHER BENEFITS 
Norcen and its wholly-owned subsidiaries, Superior 
Propane Inc. and Norcen Explorer Inc., have defined 
benefit pension plans covering most employees. 

The benefits provided by these plans are based on 


the employee's years of service and on the highest 


average earnings for a specified number of consecutive 
years. The Company makes annual contributions 
to the plans based on the results of actuarial valuations. 


The plan assets consist primarily of equity and fixed 


- income securities. 


The net pension expense arising from these plans is as follows: 


1991 1990 1989 

Service cost — benefits earned during 

the year $ 6,323 $ 5,159 $ 4,446 
Interest cost on projected benefit 

obligation 6,711 6,440 | Dyplee 
Expected return on plan assets: 

Actual return (16,601) 1,625 (17,931) 

Less deferred portion (i) (9,700) (6,901) 8,502 (6,877); | CE25136) (5,795) 


Amortization of unrecognized 
amounts (i) 
Gain on plan settlements 


Net pension expense 


(612) (401) (204) 
(653) 
$ 4,868 $ 4,321 $ 3,812 


(i) Deferred amounts are amortized on a straight-line basis over the expected average remaining service life of 


the relevant employee group. 


The funded status of the plans and the liability as recognized in the Balance Sheet at December 31, 1991 


and 1990, were: 


1991 1990 


Accumulated benefit obligation including vested amounts of 


$69,402,000 ($66,027,000 in 1990) 


$ 70,739 $ 69,093 


Unearned benefit obligation related to projected pay increases 39,343 B21 3S 


Projected benefit obligation 

Plan assets, at fair value 

Excess of plan assets over projected benefit obligation 
Unrecognized prior service cost and plan initiation 
‘Unrecognized net gain 

Unrecognized net transition surplus 


Net accrued pension asset (liability) 


110,082 101,831 
122,886 106,012 
12,804 4,181 
4,322 4,640 
(10,833) (5,078) 
(8, 127) (6,218) 


$51,834) 4<$.(2,475) 


Projected benefit obligations and the expected return 

on plan assets are based on an assumed rate of 6.5%. 

Projected pay increases reflect an assumed rate of 5%. 
. Under United States accounting recommendations 


issued by the Financial Accounting Standards Board 
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(FASB), projected benefit obligations would be calcu- 
lated at a 9% rate, resulting in a projected benefit 
obligation of $72,095,000 at December 31, 1991, and 
$68,556,000 at December 31, 1990. 


® OperaTinG LEASES 

Future minimum lease payments under operating 
lease obligations total $39,488,000. Payments 
required under these leases for each of the next five 
years are as follows: 

1992 — $7,937,000; 1993 — $6,404,000; 

1994 — $4,649,000; 1995 — $4,062,000; 

1996 — $3,697,000. 


@® SEGMENTED INFORMATION 


@ RELATED Party TRANSACTIONS 

At December 31, 1991, a term note investment 
totalling U.S.$143,040,000 was offset by a note 
payable to a related company of an identical amount. 
Both notes bear identical interest rates and mature 
on July 22, 1992. The Company is entitled to, and 
intends to, repay the note on maturity by delivery 


of the term note investment. 


A. Financial Data by Geographic Segment 


United Other 

Canada States Australia International(1) Total 
1991 
Sales and other revenues $ 787,973 $140,949 $ 53,523 $ — $ 982,445 
Operating income (loss) $ 133,296 $ 990 $ 24,054 $ (217) $ 158,123 
Capital expenditures $ 175,181 $67,252 $ 19,374 $ 21,257 $ 283,064 
Identifiable assets $2,310,846 $567,500 $ 96,097 $ 75,886 $3,050, 329 
1990 
Sales and other revenues $ 903,006 $ 68,316 $ 76,079 $ — $1,047,401 
Operating income (loss) $ 232,429 $ (5,035) $ 50,817 $ — $.. 2/88 
Capital expenditures $ 176,802 $253,426 $:32397. $ 8,637 $ 471,222 
Identifiable assets $2,291,259 $554,029 $106,515 $ 51,143 $3,002,946 
1989 
Sales and other revenues Son Oey, $ 38,350 $ 44,459 $ — $ 845,066 
Operating income (loss) $ 215,704 $2227 $ 30,119 $ (55302) $° 2427748 
Capital expenditures $ 556/287 $ 58,803 $ 35,387 $ 5,955 $ 656/432 
Identifiable assets $2,134,112 $343,296 $ 92,514 $ 41,433 $2,611,355 


(1) Norcen has operations in New Zealand, Papua New Guinea, Malaysia, Argentina, Chile, Egypt, Algeria 


and Indonesia. 
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B. Financial Data by Business Segment 


Year ended December 31 1991 1990 1989 
OIL AND GAS 
Sales and other revenues (i) $ 471,600  $ 557;942 $ 432,203 
Operating costs 197,027 179,129 146,122 
Depreciation and depletion | 175,336 164,286 134,354 
Operating income $V 99O2375 ee Ia Sd 7 
PROPANE MARKETING 
Sales and other revenues $ 465,737 $- 435,108 $ 349,444 
Operating costs (i) 405,445 3/007 286,447 
Depreciation 30,996 22.1977 17,149 
Operating income $ 29,296 S$. 33;404. $745,848 
MINERAL RESOURCES 
Sales and other revenues $ 41,704 $ 42,482 $257,380 
Operating costs 7,146 7,209 e202 
Depreciation and depletion 4,968 4,993 5,005 
Operating income $ 29,590 $ 30,280 ba Sg A 
CONSOLIDATED TOTAL 
Operating income 
Oil and gas $ 99,237 $214 527, Say body 27, 
Propane marketing 29,296 33,404 45,848 
Mineral resources 29,590 30,280 45,173 
158,123 27 se2it 242,748 
Investment and other revenues 15,967 21,367 Pia 
174,090 299,578 253,889 
Interest and other financial expense 80,564 73,642 67,081 
Income taxes 49,108 95,181 erie 
Minority interests 354 i esy os 1,083 
130,026 170.390 143,676 
NET EARNINGS $ 44,064 $ 129,188 $ 110,213 
CAPITAL EXPENDITURES 
Oil and gas $ 267,441 Rei2Os7 5/1 4 oe 2050,510 
Propane marketing 15,623 203,485 20,122 
$ 283,064 $ 4745222 $. 656,432 
IDENTIFIABLE ASSETS | 
Oil and gas $2,185,351 $2,089,893 $2,020,733 
Propane marketing 454,951 498,653 268,453 
Mineral resources "218,385 223,859 228,059 
Corporate 191,642 190,541 94,110 
$3,050,329 $3,002,946 $2,611,355 


(i) Includes inter-segment sales and purchases of $12,563,000 in 1991 ($9,498,000 in 1990; $5,102,000 in 1989). 
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FIVE YEAR SUMMARY 


Years ended December 31 (Mz/lions of 


Canadian dollars except per share items ) 1991 1990 1989 1988 1987 
SALES AND OTHER REVENUES . 
Oil and gas $ 459.0 $ 548.4 a | $ 359.0 $ 393.5 
Propane marketing 465.7 435.1 349.5 314.4 288.3 
Mineral resources 41.7 42.5 57.4 48.0 42.1 
Investment and other revenues 16.0 21.4 Piet 10.1 10.8 
982.4 1,047.4 845.1 y/o Us) 734.7 
Costs AND EXPENSES 
Production, operations and administration 356.9 314.9 261.3 22/28 212.9 
Product purchases 240.1 - 241.5 173.4 158.4 152.2 
Depreciation, depletion and amortization 211.3 LOTS) 156.5 141.1 1270 
Interest and other financial expense 80.6 73.6 Gia 5257, OPT 
Income taxes 49.1 Dy DS 9A 132 
Minority interests 0.3 iS Pal On7, 1.8 
938.3 918.2 734.9 639.8 635.2) 
Net EARNINGS $44.1 © ©$1129.2 ) 1$°110.2°0 7 
DIVIDENDS ON PREFERENCE SHARES $ 14.8 $ 16.9 $ 8.1 $ 8.1 & 16.0 
EARNINGS APPLICABLE TO 
ORDINARY SHARES Ga e292 $ 112.3 $ = 1022) $ 83.6 $83.2 
CASH GENERATED FROM OPERATIONS $ 279.2 $ 356.1 $ 30027, $ 244.2 $ ..266:7 
PER ORDINARY SHARE 
Earnings before extraordinary item 
— basic $ 0.49 $ 1.90 Sere 74 $ 1.43 1.60 
—fully diluted $ ©60.49 See 1.56 $  ©=1.49 $ 61.24 1.38 
Cash flow from operations 
—basic $ 4.41 $5.72 $ 4.98 $ 4.04 $ 64.81 
—fully diluted Sesh 5) oo 414 $ 4.02 $ 3.30 3 (5.0 
Dividends paid $ 0.60 $ 0.55 $ 0.50 $ .0.50 $ 0.50 
Market price — year-end 
Multiple voting $ 23.50 Ee Ps. $ 25.38 $ 18.88 $ 18.38 
Subordinate voting G85 3-22.88 $2425 § 17.13 $ 15.50 
CapPiTAL EXPENDITURES 
Oil and gas $ 267.5 $ 267.7 $ 636.3 $ 221.9 $ 118.8 
Propane marketing 15.6 203.5 20.1 322 25.6 
Mineral resources (0.5) 
$ $ $ $ 254.1 $ 143.9 


28521 


471.2 


656.4 


Years ended December 31 


(Millions of Canadian dollars) 1991 1990 1989 1988 1987 
CAPITALIZATION 
Long-term debt (excluding current 
maturities) $ 541.9 $ 508.9 $ 319.0 $ 42905 $ 409.1 
Convertible subordinated debentures 543.3 547.3 548.5 299.0 299.4 
Minority interests 19.1 19.2 17.6 16.5 15.2 
Preference shares 200.0 200.0 100.0 100.8 102.0 
Ordinary shareholders’ equity 1,061.3 1055.7 969.7 887.7 828.6 
$2,365.6 $2533.10 $1,954.8 $1,733.59 $1,654.3 
ASSETS 
Properties, plant and equipment (net) $2,488.7 $2,407.3 $2522313 $1,719.8 $1,603.5 
Total assets $3,050.3 $3 002.9 $2,611.4 $2,315.1 $2,233.6 
OIL AND Gas 
Production (before royalties) 
Crude oil and natural gas liquids 
(thousands of barrels per day) 54.5 56.8 47.1 44.9 AD 
Natural gas 
(millions of cubic feet per day) 25102 247.5 20359) 182.5 152.8 
Sulphur (long tons per day) 83 80 89 86 82 
Gas gathering and transmission sales 
(millions of cubic feet per day) 51.7 SDL? 62.6 66.0 Su 
Oil gathering and transmission 
throughput (thousands of barrels per day) Or TIO 79.0 83.2 87.5 
Reserves (before royalties) 
Oil and gas liquids (mz/lions of barrels) 193.8 171.6 173.4 134.0 ayy 
Natural gas (bz/lions of cubic feet) 1,785 1,701 1,625 1,165 1,144 
Sulphur (thousands of long tons) 788 743 969 580 490 
Land holdings 
(millions of gross acres) 43.3 Spies 26.0 16.8 14.3 
(millions of net acres) 14,2 1635 8.1 4.2 3.6 
PROPANE MARKETING 
Propane sales (mzllions of litres) 1,534.9 1353.8 131256 L255) 1,108.4 
MINERAL RESOURCES 
Iron Ore Company sales—on which 
Norcen earns a royalty (millions of tonnes) ‘ 
Iron ore pellets USS 8.9 10.0 9.8 8.9 
Concentrates and other 1S) 5.6 5.2 EO 4.1 
153 14.5 b2 14.8 13.0 
EMPLOYEES AT YEAR-END a2u2 A 09. 2,574 2,400 2,300 
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CORPORATE INFORMATION 


DIRECTORS 


Douc as G. BasseTrT, O.C.4 
Toronto, Ontario 

President and 

Chief Executive Officer, 
Baton Broadcasting Inc. 


EDWARD G. BATTLE! ° 
Calgary, Alberta 
Chairman of the Board 


ConrRAD M. Back, O.C.° 
Toronto, Ontario 
Chairman and 

Chief Executive Officer, 
Argus Corporation Limited 


G. MonrEGU BLACK? 
Toronto, Ontario 
Chairman and President, 
Txibanguan Limited 


Barry D. COCHRANE! 
Calgary, Alberta 
President and 

Chief Executive Officer 


Jack L. COCKWELL 
Toronto, Ontario 
President, 

Brascan Limited 


Hon. E. JACQUES CouRTOIS, 
PCY OC? 

Montreal, Quebec 

Partner, Stikeman, Elliott 


RoBeErT Després, O.C3 
Quebec City, Quebec 
President, 

DRM Holdings Inc. 


' Executive Committee 

? Audit Committee 

3 Compensation Committee 
4 Pension Committee 


> Nominating Committee 


Hon. J. TREvor EyTon, 
Neen. 

Caledon, Ontario 
Chairman, 

Brascan Limited 


Davip W. Kerr’? 
Toronto, Ontario 
President and 

Chief Executive Officer, 
Noranda Inc. 


Hon. PETER LOUGHEED, 
PGSG Ce Oecy, 
Calgary, Alberta 
Partner, 

Bennett Jones Verchere 


PauL M. MarsHAL_t! 
Toronto, Ontario 
Vice-Chairman, 
Brascan Limited 


Hon. W. JoHN McKEac? 4 
Winnipeg, Manitoba 
President, 

McKeag Realty Ltd. 


ALFRED Powis, O.C.! 3 
Toronto, Ontario 
Chairman, 

Noranda Inc. 


E. CourTNEY Pratt > 4 
Toronto, Ontario 
Senior Vice-President, 
Human Resources and 
Strategic Planning, 
Noranda Inc. 


CLIFFORD A. RAE, Q.C? 
Calgary, Alberta 
Director of 


various Companies 


JOHN R. YARNELL? 
Toronto, Ontario 
President, 

Yarnell Companies Inc. 


OFFICERS 


EDWARD G. BATTLE 
Chairman of the Board 


Paut M. MARSHALL 
Deputy-Chairman 
of the Board 


Barry D. COCHRANE 
President and 
Chief Executive Officer 


PauL H. PALMER 
Senior Vice-President and 
Chief Financial Officer 


WayYNnE M. NEWHOUSE 
Senior Vice-President, 
Exploration and 
International Development 


D. K. BrRucE FENWICK 
Senior Vice-President, 
Production 


GORDON B. SINGER 
Vice-President and 
Comptroller 


DALE R. DOLPHIN 
Vice-President, 
International Exploration 


GeoRGE V. KENDA 
Vice-President, 
Corporate Development 
and Marketing 


DouGLas W. PALMER 
Vice-President, 
Development 


JOHN A. PAUL 
Vice-President, 
Administration 


J. GERHARD SCHOPP 
Vice-President, 
Operations 


Craic D. ALLEN 
Secretary 


Epwarp A. LEEw 
General Counsel 


D. STEPHEN Muir 
Treasurer 


ROBERT J. BREEN 
Assistant Treasurer 


EXECUTIVE OFFICE 

Norcen Energy 

Resources Limited 

715 Fifth Avenue Southwest 
Calgary, Alberta 

T2P 2X7 

Telephone: (403) 231-0111 
Facsimile: (403) 231-0187 


SIGNIFICANT SUBSIDIARIES 
Labrador Mining and 
Exploration Company 
Limited! 

Norcen Explorer, Inc.? 
Norcen International Ltd.* 
Norwest Oil & Gas Corp.‘ 
Prairie Oil Royalties 
Company, Ltd.> 

(74 per cent owned) 
Skelgas Propane, Inc.? 
Superior Propane Inc.’ 


' Newfoundland company 
? Delaware company 

3 Federal company 

4 Alberta company 


° Saskatchewan company 


TRANSFER AGENTS AND 
REGISTRARS 

Ordinary Shares 

The Royal Trust Company, 
Toronto, Calgary, Montreal, 
Regina, Winnipeg and 
Vancouver 

Mellon Securities Trust 
Company, New York 


Preference Shares 

.The Royal Trust Company, 
Toronto, Calgary, Montreal, 
Regina, Winnipeg and 
Vancouver 


STOCK EXCHANGE LISTINGS 
AND SYMBOLS 

Toronto and Montreal 

Stock Exchanges 

Multiple Voting Ordinary 
Shares: NCN 

Subordinate Voting 
Ordinary Shares: NCN.A 
First Preference Shares, 
Series A; NCN.PR.F 


American Stock Exchange 
Multiple Voting Ordinary 
Shares: NCN 

Subordinate Voting 
Ordinary Shares: NCN.A 


TRUSTEES 

1234% Unsecured 
Debentures, Series A 
due August 15, 1993 
Montreal Trust Company 
of Canada 


/Adjustable Rate 


Convertible Subordinated 
Debentures, Series A 

due December 15, 2006 
The Royal Trust Company, 
Calgary 


Adjustable Rate 
Convertible Subordinated 
Debentures, Series B 

due March 30, 2007 

The Royal Trust Company, 
Calgary 


AUDITORS 
Peat Marwick Thorne 
Chartered Accountants 


ANNUAL MEETING 

The annual meeting of share- 
holders will be held in the 
Glenbow Theatre at the 
Calgary Convention Centre, 
120—9th Avenue Southeast, 
Calgary, Alberta, on Tuesday, 
April 21, 1992 at 10:00 a.m. 
local time. 

Shareholders are encouraged 
to attend the meeting, but 
those unable to do so are asked 
to sign and return the form of 
proxy mailed with this report. 


40-F REPORT 

A copy of the Company’s 
Form 40-F filed with the 
United States Securities and 
Exchange Commission will 

be sent to any registered share- 
holder upon written request 

to the Company Secretary. 


INVESTOR RELATIONS 

For the benefit of shareholders, 
members of the investment 
community and others requiring 
additional detailed information 
on Norcen, a Statistical Supple- 
ment to the annual report is 
being published. Copies will be 
available upon request from 
Ron Burrows, Manager, Investor 
Relations at (403) 231-0107. 
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